3 1761 11553684 9 


AAA 


ECONOMIC 
INSTRUMENTS AND 
DISINCENTIVES 

TO SOUND 
ENVIRONMENTAL 


ALOVUd 


Publica 


ECONOMIC 
INSTRUMENTS AND 
DISINCENTIVES 

TO SOUND 
ENVIRONMENTAL 
PRACTICES 


Copies of the report are available from: 


Distribution Centre Inquiry Centre 
Department of Finance Environment Canada 
300 Laurier Avenue West 351 St. Joseph Boulevard 
Room P-135 . Main Floor 

Ottawa, Ontario Hull, Quebec 

TAP GS K1A 0H3 

el (613) 995-2855 Tel.: 1-800-668-6767 
Fax: (613) 996-0518 Fax: (819)'95322225 
Acknowledgment 


Financial support from the Government of Canada to pay for 
the publication of this report is gratefully acknowledged. 


The views expressed in this report are not necessarily those of 
the Government of Canada 


© Task Force on Economic Instruments and Disincentives 
to Sound Environmental Practices 


Cat. No. F2-101/1994E 
ISBN 0-662-22860-X 


Aussi disponible en frangais sous le titre Instruments économiques et 
obstacles a de saines pratiques environnementales (Rapport final du 


groupe de travail). 


— | 


TABLE OF CONTENTS 


Preface 
ICFOGUCTION Swen Greenpeace ce Roe Palen kone aes ee Moar ac Aa ae 
Converging of economic and environmental agendas ................ 
Task E0rce: DrOCGSS 5.5 ee ei dee. ee eae 8 ae, 6 PA nee SR eet 
Recommendations for 1995 budget consultations ................... 
Mica SULestLOt Dic CemCONSUItAtOi. ocak cme es cisal en at ee ee 2 
EEE ON rae ye AN At ETAL A egret ne emo Ie ea a OA ONG, GS lat Sea 
Elsen itary a gee et orate Ny Meese) eran eet Ne toler ate 
GOvermunenicrstewW amdSiil Di mcraneton aetna eae mer se oemnre ape ter en eee core 
WCMSC hy AtlOM er teteor et chetc ege ict a Suan aur neta Ronee Laan Wie mebecae ect 
Wiiceenmea stress ere th Shs 6 tae NAR PMPs cs Oks ie be haat gaethyotp 
Meacocesralmeaay Under way .sa a 2 vse Peer Mee Cl ratis cha eee eaten Ges 
Recommendations for longer term consideration.................... 
lee Eramework toranalysisiot barriers andidisincemtiyes 6. 6 .« . 45.0. 00465..4 
luaplementine theriramiewotk...«. veneer Renker ee sos eo 
lei reasunes tor longer term:considerationress eect. Geiser wothorie st 
Healoo tea lgtas che hone oereycnnt eel eR aeeiy RCT men Ue ese oh ab orate 
MANS PO Cte eee emg eeet a kes he a cuentas ss ea cee ee oy aw tats ie F6cd dpat’s 
NYAS UCI are Oe Haye are ROP ors tiesiae fee tet Un ues Wane vec: <icildaey BAe AG, Sie 
PNA Tee LCL DL Viet tah ria tee ATS ey cen Cae Slatted a Le aAt Ptnst ices ag Syngenta 
RY ACG OUTS tee rh gee ecm eee Sone re eats SVE Tuntevier al ae 2k 
OMS V OUI O Mes cusps oe a eins ord conse PRON RR ER ocd as 5 vs runs ee 
OyohenimeasUress. a oes een eos. eee Oe Ree MRE cok eRe Ke ee 
Gonclusions and. next Steps .......472.05 1 ae cers ee id oe ee aes 
Appendices 
Appendix — Terms.of fereronce: seen cghet Rac |) eed a een ee 
Appendix II — Framework for analyzing public policy barriers ........... 


i 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/761115536849 


ECONOMIC INSTRUMENTS AND DISINCENTIVES TO SOUND ENVIRONMENTAL PRACTICES 


PREFACE 


This report of the Task Force on Economic Instruments and Disincentives to 

Sound Environmental Practices was approved at a meeting of the Task Force on 
November 18, 1994. The members listed below participated in that meeting, or 
indicated their approval following the meeting. In approving the report, members, 
acting in their personal capacity, agree that it accurately reflects the work of the 
Task Force, and recommend that it be the subject of consultations leading up to the 
1995 federal budget. Approval of the report by a member does not mean that the 
organization with which the member is associated approves the report, nor does 

it mean that the member agrees with every statement contained in it. 
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ECONOMIC ‘INSTRUMENTS AND DISINCENTIVES TO SOUND ENVIRONMENTAL PRACTICES 


INTRODUCTION 


In Creating Opportunity (the ‘Red Book’), the federal government outlined its 
commitment to the adoption of economic and environmental agendas that converge. 


This commitment was reiterated in the Speech from the Throne of January 1994, 
which affirmed that the federal government agenda is based on an integrated 
approach to economic, social and environmental policy. The Speech also highlighted 
as federal government policy the promotion of sustainable development as an 
integral component of decision-making at all levels of our society. 


As a step towards this commitment, the government announced in the February 
1994 budget the establishment of a multistakeholder task force to find effective 
ways in which to use economic instruments to protect the environment and to 
identify barriers and disincentives to sound environmental practices. In his budget 
speech, the Minister of Finance reiterated the government’s commitment to 
sustainable development and stressed that the achievement of this objective 
would require an examination of the way government “does business now and a 
search for new ways of doing business in the future”. 


In July 1994, the Ministers of the Environment and Finance announced the 
establishment of the Task Force on Economic Instruments and Disincentives 

to Sound Environmental Practices, consisting of business leaders, academics, 
environmentalists and government officials. Task Force members participated in 
their personal capacities. The terms of reference of the Task Force (Appendix I) 
ask it to identify, for possible consideration in the consultations leading up to the 
1995 budget, workable options for the implementation of one or more market- 
based instruments, and to identify one or more barriers or disincentives to sound 
environmental practices. The terms of reference also ask it to provide advice on 
issues to be addressed over a longer time frame — in particular, to identify areas 
where market-based instruments could be developed and implemented over a 
longer time frame, and propose steps that could be taken in those areas, and to 
develop a framework for identifying barriers and disincentives to sound 
environmental practices. 


The Task Force’s results reflect the specific mandate it was given and the very 
limited time available to carry it out. It has not performed the comprehensive 
baseline review of federal taxes, grants and subsidies promised in Creating 
Opportunity. In addition, the Task Force was unable to focus its attention on 
some of the most promising applications of economic instruments, which lie in 
whole or in part outside federal jurisdiction. 


Nevertheless, the Task Force believes it has made a first step towards the pragmatic 
integration of environmental and economic policies, and one which stakeholders 
have been advocating for some time. It has identified a number of promising 
applications of economic instruments, both short-term and long-term, and believes 
its work can provide an impetus to the practical implementation of these 
instruments. It has also identified a number of specific government policy barriers 
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or potential barriers to the achievement of environmental goals; perhaps more 
importantly, it has developed a framework for a systematic review of barriers and 
their potential removal over a longer time frame. 


This is the first time there has been a well-defined exercise to introduce 
environmental elements into the budget process. The Task Force believes this 
process should continue to evolve and indicates its strong support for continuing 
initiatives to study further, analyze and advise on the application of economic 
instruments and the removal of barriers to sound environmental practice. While it 
did not reach consensus in all areas, by bringing together diverse views which 

will feed into the budget consultations, the Task Force believes it has laid the 
groundwork for increased environmental and economic policy integration in 
future years. 


The main body of this report is presented in the following five sections. The first 
section presents the rationale for the increasing convergence of environmental and 
economic agendas while the second section contains an overview of the process 
through which the Task Force completed its work. The measures that the Task 
Force recommends for consultation in the lead-up to the 1995 budget are described 
in the third section. These include proposals to implement new economic 
instruments as well as measures to reduce or eliminate barriers or disincentives to 
sound environmental practices. The fourth section contains the work of the 

Task Force on longer term issues, including specific proposals for consideration by 
the government on both economic instruments and barriers and disincentives. In 
addition, the work of the Task Force in developing a framework to identify and 
remove barriers and disincentives over a longer time frame is described in this 
section. It also includes recommendations on the processes required to address 
longer term measures and on the further development and implementation of the 
framework. Finally, the conclusions are presented in the last section of the report. 
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CONVERGING OF ECONOMIC AND 
ENVIRONMENTAL AGENDAS 


The fundamental goal of sustainable development requires that public policy and 
market forces create incentives to achieve environmental, social and economic 
objectives in an integrated and coherent manner. Considerable change is required 
to achieve this goal. Environmental degradation at the local, national and 
international level undermines prospects for continued economic development. 
While addressing this mounting ecological debt, the government must also continue 
to wrestle with the challenge of reducing the national debt; preparing for the 
potentially profound economic and social transformations that may be necessary 
to participate successfully in an increasingly open global market place; eradicating 
poverty; and ensuring that all members of society have equal opportunities for 
meaningful employment and social participation. 


Both aspects of the Task Force’s mandate have important roles to play with respect 
to ensuring the type of integrated decision making required to respond to these 
challenges. Sustainable development requires that public policies account for 
economic, environmental and social objectives at the earliest possible stages. Such 
integration has not always occurred in the past, however. In particular, public 
policies have often been developed without explicit consideration of their potential 
environmental consequences. The elimination and replacement of existing barriers 
and disincentives to environmentally sound practices with more creative ways to 
achieve environmental, economic and social objectives together is an important 
prerequisite to further progress towards sustainable development. 


Sustainable development also requires that market price signals ensure 
environmentally sound practices. In many cases, economic instruments represent a 
significant opportunity to harness creative market forces to achieve environmental 
objectives in the most economically efficient manner possible. In addition to a 
burgeoning academic literature on the subject, there are increasing examples of the 
use of economic instruments. Waste discharge fees are used in Canada, the U.S. and 
the European Community. A number of countries use deposit refund systems for a 
wide range of consumer products. Tradeable emission permits are used for sulphur 
dioxide emissions in the U.S. and taxes on carbon are used in European countries. 


Although Canada has not made extensive use of economic instruments, there are 
some examples of their use, with deposit refund systems for beverage containers 
being the most prominent. In addition, considerable work has been done by 
governments and stakeholders to advance the serious consideration of the practical 
implementation of economic instruments to achieve specific environmental goals. 
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Examples of this work include a federal government discussion paper released in 
1992, and the report of the Economic Instruments Collaborative in 1993!. The 
Task Force saw its principal role with respect to economic instruments as being to 
build on existing work in order to provide an impetus to the implementation of 
economic instruments where they are an effective tool. 


It is recognized that certain existing government policies and programs may 
inadvertently act as barriers or disincentives to sound environmental practices. 

In some cases, it may be possible to alter these policies and programs to allow their 
economic and social objectives to be achieved at less cost to the environment, and 
perhaps even with a fiscal benefit. In other cases, this may not be possible — in these 
cases the government is faced, at least in the short term, with a trade-off between 
the achievement of economic or social and environmental objectives. 


Work on identifying such public policy barriers has been carried out in a number 
of countries, and by some institutions and international organizations (such as the 
Organization for Economic Cooperation and Development). However, there is no 
well-established and agreed-upon methodology for identifying these barriers. The 
Task Force saw its principal role with respect to barriers and disincentives as being 
to initiate work in this area in Canada by identifying a number of specific barriers, 
by providing guidance on how to identify barriers in a systematic way, and by 
providing recommendations as to how the government can begin to undertake a 
systematic review of all its policies for their environmental implications. 


" Government of Canada, Economic Instruments for Environmental Protection (Ottawa: Minister 
of Supply and Services Canada, 1992). 


Economic Instruments Collaborative, Achieving Atmospheric Quality Objectives through the 
Use of Economic Instruments: A Final Report of the Economic Instruments Collaborative 
(Ottawa: National Round Table on the Environment and the Economy, October 1993). 
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TASK FORCE PROCESS 


The Ministers of the Environment and Finance announced the establishment of the 
Task Force on Economic Instruments and Disincentives to Sound Environmental 
Practices in July 1994. The Task Force included representation from academia, 
environmental and other interest groups, industry, and government, selected on the 
basis of their personal expertise in economic and environmental issues. Officials 
from the province of New Brunswick, in recognition of its role as chair of the 
CCME (Canadian Council of Ministers of the Environment) were invited to observe 
Task Force proceedings and to provide liaison on Task Force developments to all 
provinces and territories. 


A secretariat was established in the Departments of Finance and Environment to 
take direction from the Task Force, and provide it with information and undertake 
analytical work as appropriate. In addition, officials from other federal departments 
attended Task Force meetings on request to provide information and respond to 
questions from members on specific aspects of federal programs and policies. 


A two-tiered structure, comprising the full Task Force and smaller working groups, 
was agreed upon. Members could choose to sit on one or both of the two working 
groups that were set up, one dealing with Economic Instruments and another to 
examine Barriers and Disincentives. Reports on the work and deliberations of the 
working groups were presented to plenary meetings of the Task Force. All Task 
Force decisions were made during these plenary meetings. 


The Task Force established criteria to help it identify measures for more in-depth 
consideration, including: environmental significance; socio-economic impact; fiscal 
impact; jurisdiction; degree of stakeholder support; availability of supporting 
analysis; and administrative manageability. These criteria were particularly useful 
as a tool for the Task Force in deciding which measures it wished to consider 
further in its work. 


Other factors taken into consideration included: costs of administration and 
compliance; employment implications; opportunity to demonstrate leadership; 
political implications; and micro- versus macro-economic implications. 


The agenda of the Task Force was shaped by the mandate it was given and 
influenced by the interests, experience and expertise of individual members. The 
working groups then assessed the proposed measures against the set of criteria, 
separating the measures into categories. The first category listed the Short Term 
Priorities — recommendations for the 1995 budget consultations process, including 
measures which the Task Force supported, but which were being dealt with in the 
context of existing processes or work under way. The second category included 
Medium to Long Term Priorities - recommendations which the government should 
consider, but not in the context of the 1995 budget. In addition, the working group 
on barriers and disincentives developed the framework for a systematic review of 
barriers and disincentives to sound environmental practices. 
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The Task Force consisted of experts in a variety of environmental, industrial and 
academic fields, who contributed generously of their time, intellect and experience. 
They were ably supported by the secretariat provided by the federal government, 
which did brief analyses of the very large number of measures proposed by the 
Task Force and its working groups. 


In carrying out its work, the Task Force faced a number of hurdles: a short 
deadline; the breadth of an agenda encompassing pressing problems of 
economy/environment integration; and the newness of the process. It is also 
important to note the Task Force was a diverse group of people acting in their 
individual capacities. The diversity of views strengthened the representativeness of 
the process but limited the ability of the Task Force to reach consensus in some 
areas. Nor did the group have a substantial body of existing Canadian literature 
on specific Canadian economic instruments and barriers to draw on. The measures 
considered reflect the creativity and experience of participants. Task Force members 
recognize that further work is required both in terms of budget consultations and 
longer term analytical work devoted to an improved understanding of the 
underlying issues. 


Given these constraints, the Task Force restricted its proposed measures in the 
first category to recommendations within federal jurisdiction (since otherwise 
implementation in the 1995 budget would not be feasible). The Task Force fully 
recognized that some of the most promising potential applications of economic 
instruments lie in shared federal-provincial jurisdiction; these measures were 
therefore put on the list for longer term consideration. The time constraint also 
meant that development of a list of barriers and disincentives for consideration in 
the budget consultations, and development of the framework for longer term 
analysis, had to proceed in tandem; it was therefore not possible to apply the 
framework to these measures as envisaged by the Terms of Reference. 


Some members also found that they were constrained by the mandate of the 
Task Force itself, which asks for options for the application of economic 
instruments rather than options for addressing specific environmental problems. 
The Task Force therefore found itself in the position of considering whether a 
given proposed application of an economic instrument was desirable, rather than 
whether the economic instrument was the most appropriate measure among 
alternatives to address the environmental problem in question. 


In addition to the above, Task Force members noted that there are three broad 
options for addressing certain types of barriers — redesigning a measure, removing it 
or offsetting it with a countervailing measure. While removing the barrier may yield 
fiscal benefits, it also forces more difficult policy trade-offs. The Task Force did not 
fully explore and was unable to reach agreement on these trade-offs in the short 
time available for its work. 
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Despite these constraints, the Task Force believes that it has identified a number of 
substantive measures for consideration in the budget consultations, and that some 
of the longer-term items it has identified would make a significant contribution to 
environment-economy integration. It also believes that the framework it has 
developed can provide important guidance for a systematic review of barriers and 
disincentives, and supports the government’s commitment to have departments 
develop sustainable development strategies, which it believes provides an 
appropriate context for the review. The Task Force believes that it is extremely 
important to maintain the momentum of its work. 
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RECOMMENDATIONS FOR 1995 
BUDGET CONSULTATIONS 


The Task Force recommends that the government bring the following measures 
to the attention of Canadians in the course of consultations leading to the 
1995 budget. The Task Force does not necessarily agree that the measures 
should be implemented. 


Most of the following measures are the subject of consensus recommendations in 
that all Task Force members agree that they meet the criteria the Task Force had 
established. There was consensus, also, that a number of proposed measures did not 
clearly meet the Task Force’s criteria, and these measures were not brought forward 
as part of this report. Finally, in the case of some measures, consensus on whether 
or not they met the criteria was not achieved; divergent views were expressed 
relating to criteria such as the economic repercussions of the measure or its 
environmental effectiveness. In those cases, the divergent views are set out following 
the recommendations in question, in a ‘for and against’ format. 


For most measures, the details of the recommendations need to be developed 
further. These include such issues as the scope of the measure (e.g., targets, costs 
and amounts), administrative details, legal requirements and timelines. The 

Task Force recommends that the government address these issues further. In some 
cases, particularly the more contentious measures, the economic and environmental 
implications of the measure will have to be examined in much greater detail. 


In all cases, how a recommendation is implemented will determine the actual fiscal 
impacts. The Task Force did not prescribe one approach over another. However, the 
Task Force was cognizant of the need for the government to take account of the 
fiscal implications of the individual measures and of the package as a whole in the 
consultations process. 


The recommendations are grouped together in sectoral clusters, reflecting the 
integrated nature of the issues being addressed. In addition, the discussion below 
does not distinguish between economic instruments and barriers and disincentives. 
This reflects the recognition on the part of the Task Force that, in many cases, 
there is overlap between the introduction of an economic instrument and the 
removal of a barrier. It also reflects the fact that some of the measures which the 
Task Force considered in the context of its economic instruments work may not 
meet the traditional definition of an economic instrument, but do fall under the 
general heading of measures related to the integration of environmental and 
economic concerns. 


The first set of measures are all within federal jurisdiction. The second set are 
measures supported by the Task Force which are being examined elsewhere and 
are already well advanced. 
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Measures for Budget Consultation 


Energy 


The energy sector emerged as the priority area for analysis and review by the 

Task Force. Energy issues, more than any other, dominated the discussion at the 
plenary sessions of the Task Force as well as at the working group meetings. They 
also accounted for a major proportion of the analytical support that the Secretariat 
provided to the Task Force. The number of energy issues is consistent with the over- 
riding concern that members expressed during the inaugural Task Force meeting 
with air issues, including climate change, acid rain and urban smog. 


MEASURES WITH CONSENSUS 


Energy Retrofits —- RRSP Financing 


The federal Income Tax Act should be amended to allow withdrawals, up to a 
maximum of, for instance, $5,000, from RRSPs to be used for energy efficiency 
retrofits in residential housing. This measure is consistent with government 
objectives to improve energy efficiency and reduce greenhouse gas emissions. 
Eligible RRSP contributions are those made up to and including 1994 
contributions. This measure should include certain renewable energy retrofits, 
such as the installation of solar hot water heaters. Eligible retrofits should be 
clearly defined to be consistent with government efforts to improve efficiency, 
and there should be a sunset clause. 


This measure would be similar to the Home Buyers’ Plan in the federal Income Tax 
Act which allows individuals to withdraw funds to purchase a home without tax 
consequences. It would effectively provide individuals with access to the capital in 
their RRSP accounts to finance residential energy retrofits without tax consequences 
— funds withdrawn from the RRSP account for energy retrofits would not be 
taxable provided they are repaid to the RRSP account within a specified period. 
This measure would promote energy efficiency while stimulating activity in the 
residential energy retrofit sector. 


Energy Retrofits — Enhanced Financing 

The federal government should encourage financial institutions to provide loans 
for home energy and commercial sector energy and water efficiency retrofits. 
These loans would include: 


e discounted interest rates to reflect the lower risk of default associated with 
energy and water efficiency loans; and 


e higher debt service payment to income ratios, to reflect the fact that additional 
funds to pay off the loans will be made available by savings in operating costs 
created by the retrofits and need not require additional owner income. 
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Home-owners and businesses have difficulty acquiring financing for energy and 
water retrofits because financial institutions do not account for the savings in 
energy costs generated by retrofits. By enhancing the availability of funding for 
energy and water efficiency retrofits, homeowners and businesses will be 
encouraged to exploit these efficiencies. The measure would also generate economic 
benefits by increasing activity in the energy and water efficiency retrofit sector. 


Energy Efficient Mortgages 


The federal government should encourage financial institutions to provide energy 
efficient mortgages for newly constructed homes with energy efficiency ratings of 
R-2000 or above. The elements of the program would include: 


e discounted interest rates; and 


e more favourable debt to income ratios to reflect the lower operating costs of 
energy efficient homes. 


In assessing mortgage applications, financial institutions frequently do not account 
for the lower energy costs of energy efficient homes — energy costs are reduced by 
25 per cent for R-2000 compared to standard homes. This measure would create an 
incentive for new home buyers to purchase more energy efficient housing, and 
thereby encourage developers to build it. 


Level Playing Field in the Energy Sector 


The government should state in the 1995 budget its commitment and a timetable 
to promote energy efficiency and renewable energy, and should state that to this 
end it will undertake to ensure that: 


e federal energy Research and Development (R&D) and demonstration spending 
does not favour non-renewable over other energy options and recognizes the fact 
that past federal R&D and demonstration expenditure patterns have tended to be 
weighted to non-renewables; and 


© the tax system ensures equitable treatment of energy efficiency, renewable energy 
and non-renewable energy. 


The government should also immediately attempt to identify specific measures that 
it can announce in the 1995 budget that will promote the objectives stated above. 


This proposal seeks a strong commitment from government to increase the role of 
renewable energy and energy efficiency in Canada by establishing a level playing 
field with the non-renewable sector in terms of R&D expenditures. It also seeks 

a commitment from government to undertake the appropriate reviews and any 
necessary follow-up action to ensure that the tax system does not place one energy 
option at a competitive disadvantage relative to others. 
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Flow-Through Shares 


As long as the government continues to allow flow-through share financing, it 
should undertake to extend the availability of flow-through share financing to 
renewable energy and certain other carefully defined environmental industries. 


The rationale for this proposal is to promote the renewable energy sector and 
certain other environmental industries involved in environmental protection. 
Flow-through shares are used to stimulate investments in exploration and 
development in Canada by mining and petroleum companies. Through the use 
of flow-through shares, a resource company can transfer income tax deductions 
associated with new expenditures on exploration and development to investors, 
typically in exchange for a premium over the market price of the company’s 
common shares. Extending flow-through share financing to the renewable sector 
would provide it with access to a financing mechanism currently available to the 
oil and gas and mining sectors. 


MEASURES WITHOUT CONSENSUS 


Consensus could not be achieved around the following measures dealing with the 
federal role within the nuclear industry. In light of this, Task Force members taking 
different views agreed to present the key arguments supporting their respective 
positions in the following statements. 


Federal AECL R&D Subsidy 


In the 1995 budget the federal government should terminate the CANDU Owners 
Group (COG) agreement, eliminate the federal contribution to Atomic Energy of 
Canada Limited (AECL) under the COG agreement, and commit to review federal 
financial support for the nuclear industry. 


AECL coordinates Canadian nuclear R&D. In 1990, the federal government 
entered into a seven-year funding commitment for nuclear R&D in conjunction 
with agreements between the CANDU Owners Group and AECL. The agreements 
commit the three utilities operating CANDU reactors, through the COG, and the 
federal government to jointly support AECL research and development in support 
of existing CANDU reactors. In addition, the federal government agreed to 
continue to support AECL expenditures for ‘non-COG R&D’ and for basic 
science. In 1993-94, the total federal R&D contribution to AECL amounted to 
$157 million, of which $88 million was provided under the COG agreement. 
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PROS 


Nuclear power receives about twice as 
much each year in federal R&D 
subsidies as all other energy options 
combined — including coal, oil, natural 
gas, conservation and renewables, 
while only contributing 4 per cent of 
Canada’s total energy use, less than 
that provided by fuel wood. Continued 
subsidization of the nuclear industry 
undermines the Red Book commitment 
to job creation and energy efficiency. 
The subsidy to R&D is one small part 
of the total subsidy to this industry, if 
one includes the costs of: loan write- 
offs; the Nuclear Liability Act; heavy 
water production; waste storage; and 
decommissioning. 


Reducing federal subsidies for nuclear 
would be consistent with the user pay 
principle, which states that users of 

a service should pay the full costs of 
providing it. The utilities do not pay 
taxes, providing a further subsidy to 
the industry. Moreover, according to 
the Auditor General’s 1993 report, 
AECL’ reporting does not meet 
recognized accounting principles 

and omits reference to substantial 
liabilities. The federal government 
remains exposed to multi-billion dollar 
liabilities for the clean-up and 
decommissioning of nuclear 
installations. AECL’s current estimate 
for disposal of high level waste is 

$13 billion. 


CONS 


Nuclear provides about 17 per cent 

of Canadian electricity supply. The 
nuclear industry is one of the few 
Canadian hi-tech industries that has 
been successfully commercialized, 
yields spin-offs, and supports other 
hi-tech opportunities. Support for 
nuclear is consistent with Red Book 
objectives to support R&D and hi-tech 
business opportunities. 


Canada does not have a large vertically 
integrated nuclear industry. It collects 
economic rent through taxes rather 
than direct payments from industry to 
support R&D. In addition, federal 
revenues received from the nuclear 
industry ($700 million annually) far 
exceed the cost of government support 
to AECL’s R&D program. Most 
Canadian utilities are provincial 
Crown corporations, of which only 
three rely on nuclear energy for a 
component of their generation 
capacity. Moreover, AECL’ estimate 
of $13 billion for high level waste 
disposal relates to a conceptual 
disposal facility described in a study 
submitted to FEARO. For several years 
Canadian utilities with nuclear plants 
have been making financial provisions 
for the disposal of used fuel (and the 
decommissioning of nuclear plants) 
through a charge for these purposes 
which is included in the consumer 
power rates. 
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PROS 


The utilities could pick up the federal 
share of the R&D funding, essentially 
shifting that component from federal 
taxpayers to electricity consumers in 
the relevant provinces; the higher 
price of electricity would provide 

an incentive for consumers to switch 
to alternative sources of energy and 
to conserve. 


The replacement of nuclear by 
efficiency and renewable energy 
technologies would lead to increased 
employment in those sectors, which 
are largely made up of small and 
medium enterprises and have export 
potential. For dollar invested, 
investments in energy efficiency and 
renewables will create two to five 
times as many jobs as the same dollar 
invested in nuclear. For example, the 
Darlington reactor cost $14 billion 
and created only 1,000 permanent 
jobs or $14 million per job created. 


Nuclear technology raises a number of 
environmental issues, such as the 
production of high level radioactive 
wastes, the radioactive tailings from 
uranium mining (now estimated at 
165 million tonnes), the routine 
emissions of radioactive materials into 
air and water, and the risk of a 
catastrophic nuclear accident. Routine 
emissions constitute a serious 
environmental and health problem, 
leading the Ontario government’s 
Advisory Committee on 
Environmental Standards to 
recommend lowering the allowable 
standard for radioactive tritium in 
drinking water from 40,000 
Becquerels per litre (Bq/l) to 100 Ba/I. 


CONS 


If the utilities were to provide the 
funding in place of the federal 
government, the direct cost of nuclear 
generated electricity would increase, 
which could have a negative impact 
on the competitiveness of industries 
which rely on electricity as an input. 


CANDU exports create jobs in 
Canada. The elimination of federal 
funding could lead to the decline in 
the nuclear industry, which employs 
about 30,000 people directly and 
another 10,000 indirectly. In addition, 
75 per cent or more of revenues from 
CANDU sales go to the private sector, 
mostly small and medium enterprises. 


Uranium is an abundant, secure, 
Canadian source of fuel. Full-cost 
accounting studies indicate that 
nuclear energy’s external costs 
(including health, safety) are 
significantly lower than those for 

all other conventional, new and 
renewable base load options. AECL 
has developed a concept for the safe 
disposal of high level radioactive 
wastes. The system proposed has been 
deemed acceptable by other countries. 
In addition, routine emissions from 
nuclear plants are normally less than 
1 per cent of the regulated limits. 
Canadian exports of nuclear material 
and technology are subject to the most 
stringent system of controls in the 


PROS 


Some consider the full-cost accounting 
studies indicating that nuclear energy’s 
external costs are significantly lower 
than those for all other conventional, 
new and renewable base load options 
to be extremely inadequate. The 
viability of Canadian nuclear 
technology depends upon exports to 
other countries raising serious 
questions about the proliferation of 
nuclear weapons capabilities, thus 
jeopardizing global sustainability. 


Independent studies have concluded 
that nuclear power is an expensive 
and quite ineffective way to reduce 
greenhouse gas emissions. Investments 
in energy efficiency are not only 
cheaper and faster, but they typically 
displace about seven times as much in 
the way of greenhouse gas emissions 
(per dollar invested) than nuclear 
power does. The demand for nuclear 
power could be met through safer, 
greener means. Reallocation of funds 
to the environmental sector (green 
technology) will provide future 
sustainable jobs. 
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CONS 


world and are subject to regular 
inspections and material accounting 
procedures set up and administered by 
the United Nations’ International 
Atomic Energy Agency. Diversion or 
improper use of Canadian material 
would be detected. 


A study completed by Ontario Hydro 
indicates that full-energy-chain 
greenhouse gas emission factors of 
nuclear energy are lower than those of 
fossil fuels and some renewable energy 
sources. Nuclear energy is a 
sustainable base load electricity 
generation option for Canada. 
Without the current CANDU reactors, 
annual greenhouse and acid gas 
emissions from electricity generation 
in Canada would be over 50 per cent 
higher than they are today. 
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Transport 


The Task Force also spent considerable time on the analysis of transportation issues. 
Transportation policy can have a significant impact on air issues, particularly urban 
smog, as well as on Canada’s international competitiveness. The transportation 
measures that the Task Force evaluated for consideration in the consultations 
leading up to the 1995 budget are outlined below. 


MEASURES WITH CONSENSUS 


Tax Exemption for Transit Passes 


The federal Income Tax Act should be amended to provide a tax exemption for 
employer-provided transit passes. This measure would send appropriate signals to 
employers and employees and represents a positive step in efforts to reduce energy 
consumption, atmospheric pollutants and traffic congestion in urban centres. 

This measure should be combined with enhanced enforcement of tax provisions 
respecting employer-provided parking benefits. 


Under current legislation, employer-provided transit passes and parking benefits 

are taxable benefits for employees. By making employer-provided transit passes tax 
exempt, employees will be encouraged to use public transit over single occupancy 
vehicles. This measure would also allow the federal government to build on existing 
provincial and municipal efforts to maintain and promote the use of public transit 
systems. In this way, the federal government can assist in enhancing the viability of 
public transit systems and address environmental problems associated with 
automobile use. 


With respect to the taxable status of employer-provided parking benefits, it is not 
clear whether all parking benefits are being reported for tax purposes. The closing 
of possible loopholes in the reporting of these benefits could significantly reinforce 
the effectiveness of this recommendation. 


MEASURES WITHOUT CONSENSUS 


The following two measures were the subject of extensive discussions both at the 
level of the working groups and by the Task Force as a whole. Since consensus 
could not be achieved around these measures, Task Force members taking different 
views agreed to present the key arguments supporting their respective positions in 
the following statements. 


Increased Gasoline Tax 

The federal government should increase federal excise taxes on gasoline (by, for 
example, $0.02/itre) and redirect the revenue to create a Transportation Efficiency 
Fund. The Fund would be administered in cooperation with the provinces and 
would be aimed at encouraging investments in environmentally sustainable and 
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economically efficient transportation options. Provincial and municipal 
governments would receive matching grants from the federal government for 
programs to improve transportation efficiency. 


In 1990, motor gasoline consumption was estimated to contribute 61 per cent of 
CO, emissions from the transportation sector or about 18 per cent of total CO, 
emissions. The environmental gains from this measure would be derived from any 
reduced fuel consumption and emissions resulting from increased fuel prices and 
from redirecting the tax revenues towards transportation efficiency projects. Eligible 
projects could include investments in: public transit; upgrading and expanding 
passenger and freight rail; infrastructure development for high occupancy vehicle 
lanes, ride sharing, cycling and pedestrian facilities; developing model land use 
planning focused on transportation efficiency; telecommuting; full-cost parking and 
road pricing, fleet management and procurement; development of alternative fuels 
(particularly ethanol and hybrids) and fuel cells. 


PROS 


This measure is consistent with 
government objectives to reduce 
emissions of greenhouse gases, smog, 
acid rain and hazardous air pollutants, 
and to promote energy conservation. 
It would also lead to reduced traffic 
congestion. It would also signal the 
federal government’s interest in 
moving towards environmental 
taxation consistent with the polluter 
pays principle and towards the 
internalization of the environmental 
costs of gasoline use, and it would 
encourage increased use of 
alternative fuels. 


The Transportation Efficiency Fund 
could be matched with provincial 
funding to leverage significant 
environmental gains. 


CONS 


This level of taxation is not expected 
to have a significant impact on 
greenhouse gas emissions. Air quality 
problems may be more effectively 
addressed by regional jurisdictions 
using other more direct measures. 


The absence of specific environmental 
projects associated with the 
Transportation Efficiency Fund makes 
it difficult to assess the environmental 
benefit of the measure compared to its 
economic cost, as well as whether the 
gasoline tax is the most appropriate 
instrument to raise funds. 
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Canadian gasoline taxes are the 
second lowest in the OECD. Our 
gasoline usage/car/year is the second 


highest in the OECD. 


Gas Guzzler Tax with Rebate (Feebate) 
The federal government should implement a 


purchases. 


Given the high level of car usage in 
Canada, the tax burden associated 
with current gasoline taxes in Canada 
is significant. Gasoline taxes in 
Canada are already equivalent to a 
carbon tax of about $110 per tonne, 
and are considerably higher than in 
the U.S. An increased fuel tax would 
have some negative competitiveness 
impacts and could lead to increased 
cross border purchases of gasoline 
and fuel smuggling. 


‘feebate’ system for new vehicle 


A ‘feebate’ is a tax on new automobiles that are less fuel efficient than a nominal 
fleet target efficiency, with a rebate provided for vehicles with fuel efficiencies above 
the nominal fleet target efficiency. Such a measure would be aimed at reducing 
greenhouse gas emissions by increasing the demand for more fuel-efficient vehicles 
and by encouraging manufacturers to install more fuel-efficient technology in 


new vehicles. 


PROS 


This measure is consistent with 
government objectives to conserve 
energy and reduce greenhouse gas 
emissions. A feebate would do so 

by increasing the demand for fuel- 
efficient vehicles and by encouraging 
manufacturers to install more fuel- 
efficient technology in new vehicles. 
While some vehicles will become more 
expensive, thus leading to a delay 

in purchasing a new vehicle, other 
vehicles will become more affordable, 
thus leading to accelerated purchase of 
these vehicles. Preliminary analysis has 
suggested that a feebate would reduce 
CO, emissions in the long term. 


CONS 


Feebates do not provide any incentive 
to reduce vehicle usage. As fuel 
efficiency increases, vehicle usage 
could actually increase which would 
offset some of the emission reductions 
due to the improvement in fuel 
efficiency. An increase in usage would 
negatively affect urban air quality. 
Feebates will also increase the costs 
of new vehicles with high fuel 
consumption rates. This may cause 
prospective purchasers to delay 
purchase or to settle for a used vehicle, 
thus delaying the retirement of older, 
less fuel-efficient vehicles. Finally, 
manufacturers will not likely install 
fuel-efficient technology solely for the 
Canadian market. 
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From a tax equity perspective, on This measure would discriminate 
average, feebates are progressive as against people who are constrained in 
more expensive vehicles are more their vehicle choices and need larger 
likely to have higher fuel consumption vehicles — e.g., those with large 
rates, and thus be subject to a tax, families. The intended use of the 
while less expensive vehicles would be vehicle is also not taken into account. 
more likely to receive a rebate. If the A loaded, six passenger car-pool 
feebate system is designed to be vehicle is more efficient than a single 
revenue neutral, then the net effect of occupant economy car. Moreover, 
the measure would be to neither this measure could be characterized 
provide an incentive nor a disincentive as a tax focused inequitably on new 
for new car purchases. car buyers. 
Some studies have shown that, in This measure will have a negative 
total, consumers can actually benefit impact on the Canadian economy if 
from feebate programs. Moreover, to it shifts demand from Canadian 
the extent that such a measure would manufactured vehicles to those built 
encourage the installation of new fuel- elsewhere. It could create a hostile 
efficiency technology, it would have a sales and investment environment in 
positive impact on the producers of Canada for Canadian manufactured 
such technology. A feebate could also vehicles, and could negatively affect 
be designed to be revenue-neutral, or a manufacturer’s ability to win 
could be designed to raise revenue. new product mandates for retooling 


of Canadian plants in the future. 


Government Stewardship 


The Task Force recognizes that the federal government, through its operations 
and programs, has a major impact on the environment. The following measures 


would provide the federal government with a greater role for stewardship over the 


environment. The Task Force believes that federal leadership in this area would 


encourage business, other levels of government and private citizens to become more 
aware of the environment and the need for economic and environmental agendas 


that point in the same direction. 


MEASURES WITH CONSENSUS 


Federal Government Operations 


Sound federal environmental stewardship requires the incorporation of 
environmental considerations into all aspects of government operations. In this 
regard, the Task Force recommends that the government attach high priority to 
ensuring that efforts to green government operations are pursued with equal 
vigour across all government departments and that clear targets are set so that 
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progress can be easily measured. Moreover, the Task Force recommends that 
actions to that effect, including the following, be announced in the context of the 
1995 budget: 


° Stimulate the development of Canadian environmental industries by requiring 
increased use of open bidding in procurement of government goods and services. 


e Ensure, where feasible and appropriate, that government procurement 
decisions utilize performance specifications which incorporate environmental 
considerations, as opposed to design specifications. Performance specifications 
allow suppliers to identify the most appropriate technical solutions to 
operational requirements while fostering innovation and promoting best 
value in government purchasing. 


¢ Negotiate with its power suppliers across the country to supply a specific 
percentage, for example, 15 or 20 per cent of federal power purchases with 
‘green power’, to be phased in by 2010 taking due consideration of cost. The 
purpose of this initiative would be threefold: to demonstrate leadership in 
supporting renewable energy; to reduce the impact of its operations on the 
environment by adopting sustainable development practices; and to support 
the development of renewable energy options. Green power can include, but is 
not limited to, technologies such as micro hydro (normally under 20 MW), 
bioenergy, landfill gas, wind energy, photovoltaics, solar thermal, geothermal 
energy, high efficiency cogeneration, ethanol, and hydrogen from renewable 
sources. Such purchases would complement federal programs to improve energy 
efficiency such as the Federal Buildings Initiative. 


e Eliminate subsidized federal government parking such as that provided to senior 
government officials and any parking benefits provided for Members of 
Parliament and other permit holders on Parliament Hill. This action would 
acknowledge the fact that charging for parking privileges can be a critical factor 
in persuading individuals to shift away from single occupancy vehicle commuting 
to more appropriate means of transportation and thereby reduce urban 
congestion and pollution problems. 


e Assign target levels and timetables, to be reviewed annually, for the purchase of 
alternative and renewable fuel powered vehicles for the federal fleet and the fleets 
of Crown corporations. This measure is consistent with government objectives to 
reduce greenhouse gas emissions as well as other atmospheric pollutants, 
promote development of ‘green’ technology, and in some cases improve energy 
efficiency. Alternative and renewable transportation fuels could include, but 
should not be limited to: methanol, ethanol, gasohol, hydrogen from renewable 
sources, natural gas, propane, coal derived liquids, electricity, fuel cells, and 
hybrids. This measure could be complemented by a fuel-use policy which would 
set targets for use of alternative fuels.’ 


The federal government has expressed a commitment to putting its own house in 
order including the improvement of management systems and operational practices 
of federal government departments to provide for greater consistency with 
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sustainable development. These measures would clearly demonstrate the 
government’s commitment to act on this initiative while stimulating employment 
in environmental industries. They would also complement initiatives already 
underway, including: the creation of a Commissioner of the Environment and 
Sustainable Development, the Federal Environmental Procurement Framework, the 
Code of Federal Environmental Stewardship, the Environment Canada ‘Green 
Procurement Policy’ and the recent expansion of the Federal Buildings Initiative. 


Federal Government Programs 


The government should ensure that sustainable development is explicitly included 
among the objectives for all federal programs, and should ensure that decision 
making and spending criteria explicitly require the integration of economic, social 
and environmental criteria. Examples of relevant programs include: the Industrial 
Research Assistance Program (National Research Council); the Advanced 
Manufacturing Technology Application Program (National Research Council); 

the Forest Industries Research and Development and Innovation Program (Natural 
Resources Canada); regional development program (Atlantic Canada Opportunities 
Agency, Western Economic Diversification Canada, etc.) support for the timber and 
pulp and paper industries; the Manufacturing Assessment Service (Industry 
Canada); and the Defence Industry Productivity Program (Industry Canada). 


The Task Force identified these examples of programs which do not explicitly 
provide for the promotion of sustainable development as a program objective or 
criteria for determining spending decisions. The explicit recognition of 
environmental objectives up-front in their decision-making framework will guide 
government officials when making their decisions and, hence, assist them in making 
progress towards the government’s sustainable development objectives. 


Agriculture Canada Programs 


Agriculture Canada should sponsor appropriate programs, including whole system, 
on-farm research, market development, and consumer education, to assist farmers 
seeking to adopt more environmentally sustainable farming practices. 


There is an increasing awareness that whole system field research is particularly 
effective in facilitating increased agricultural sustainability, and that market research 
and consumer education also have important roles to play. 


Conservation 


Parliament’s commitment to preserve 12 per cent of Canada’s representative land- 
based natural regions by the year 2000 requires a variety of alternatives to 
supplement the traditional government approach of purchase of land. 
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The current tax system treats donations to the Crown and third parties 

(i.e. municipalities or charitable institutions) differently in terms of the maximum 
amount that may be claimed for a donation tax credit or deduction in any year 
(see table). As well, donations of land may be subject to capital gains tax, payable 
by the donor. 


Deductible up to 
per cent of Capital gains 
Donation to: net income tax payable? 


(per cent) 


Federal government 100 yes 
Provincial government 100 yes 
Municipalities 20 yes 
Charitable institutions 20 yes 


These provisions in the current tax regime act as a disincentive to individuals who 
own ecologically sensitive land and/or conservation covenants’, and who would 
otherwise donate the land and/or covenant to a charitable institution or to a 
municipality. 


The Task Force agreed that there was scope for the federal government to 
encourage donations of ecologically sensitive land which will contribute towards 
this goal of conservation of biodiversity. The measures below would increase the 
tax benefits of such donations and provide an additional incentive for landowners 
to donate their ecologically sensitive land. 


MEASURES WITH CONSENSUS 


Land Donations for Conservation 

The government should amend the Income Tax Act to exempt from capital gains 
tax all donations of ecologically sensitive land made in perpetuity to all levels of 
government and charitable institutions. 


The government should amend the Income Tax Act to equalize the treatment of 
donations of ecologically sensitive land to charitable institutions and municipalities 
with similar donations to the Crown. This would involve removing the 20 per cent 
(of net income) cap on the deductibility of such donations. 


The government should amend the Income Tax Act to exempt from capital gains 
and allow 100 per cent (of net income) deductibility of donations of conservation 
covenants on ecologically sensitive land. 


2 Conservation covenants are restrictions on the use of land that lower its commercial value but, 
in this case, promote environmental objectives. 
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Other Measures 


MEASURES WITH CONSENSUS 


Duties on Imported Pollution Control Equipment 


The government should reduce or eliminate duties on certain classes of imported 
pollution control equipment. 


Customs duties are currently charged under the Customs Tariff Act on certain 
importations of pollution control equipment. By reducing or eliminating such 
duties for specific importations where the imported equipment is environmentally 
superior, the costs to Canadian firms of addressing environmental pollution 
would be lowered. 


This recommendation would apply only to imports from countries other than the 
U.S., as custom duties on such imports will be phased out by 1998 under the 
Free Trade Agreement. 


Virgin and Recycled Material 


The government should state in the 1995 budget its commitment and a timetable to 
promote greater use of recycled material. The government should also immediately 
attempt to identify specific measures that it can announce in the 1995 budget, 
including the provision of equitable tax treatment of virgin and recycled material, 
to remove barriers and disincentives to the use of recycled material. 


Research still in progress suggests that certain federal and provincial tax 
disincentives to secondary material processing and marketing exist. This measure 
would place manufacturers of recycled materials on an equal footing with 
producers of virgin materials. It would promote the national goal of a 50 per cent 
reduction of waste by the year 2000 compared to 1988 levels. 


Measures Already Under Way 


The following are measures supported by the Task Force which are being examined 
elsewhere and which are already well advanced. 


Pesticide Use 


The Task Force acknowledges the ongoing multistakeholder process associated 
with the implementation of the recommendations of the Pesticide Registration 
Review which is committed to addressing the issue of cost recovery for a pesticide 
management regulatory system and examination of options for risk reduction. 
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In the context of this exercise, the Task Force recommends consideration of 
the full range of options for reducing risks and costs associated with pesticide 
use, including: 


° registration fees for the recovery of costs associated with the pesticide 
regulatory system; 


* options for generating funds for the promotion of environmentally sound 
alternative approaches, including prevention; and 


¢ the potential application of broader charges in the residential sector. 


Federal Buildings Initiative 


The Task Force indicates its support for the expansion of the Federal Buildings 
Initiative as announced by Natural Resources Minister Anne McLellan on 
November 1, 1994. This program is now moving into an operational phase, and is 
aimed at improving the energy efficiency of federal government facilities through 
access to third party funding. 


The Federal Buildings Initiative (FBI) is part of the federal government’s 
commitment to put its own house in order by improving the operational practices 
of federal government departments to provide for greater consistency with 
sustainable development. A key component of the FBI is energy service management 
contracting. This is a mechanism that allows departments to invest in customized 
energy efficiency improvements within their facilities while financing the total cost 
of these projects entirely from the energy savings that result. Through this 
mechanism, departments can implement energy efficiency improvements without 
the investment of front-end capital. 


Ocean Dumping — Permit Fees 


The Task Force indicates its support for the process currently under way by the 
federal government through stakeholder consultations on the Ocean Disposal 
Action Plan. Options to be considered include: 


e the creation of a permit fee with the objective of covering the costs of 
monitoring under the Ocean Disposal Program; and 


¢ a polluter pays fee with a sliding scale based on volume and toxicity. 


As part of its cost recovery goal (user pay principle), the Ocean Dumping 
Regulations were amended in September 1993 to increase the permit application 
fee from a range of $50 to $1,000 to a flat fee of $2,500. The Ocean Disposal 
program is now considering an additional permit fee primarily to cover the 
$600,000 to $800,000 annual monitoring cost. The ocean disposal permit system is 
a fundamental requirement for meeting international commitments under the 

1972 London Dumping Convention as well as domestic requirements under the 
Canadian Environmental Protection Act. 
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Transferable Allowances for Hydrochlorofluorocarbons (HCFC) Phase-out 


The Task Force indicates its support for the establishment of transferable 
allowances for HCFC phase-out which would build on the existing Ozone 
Depleting Substances regulations. This measure is proposed by Environment 
Canada in order to meet Canada’s commitments under the Montreal Protocol on 
Substances that Deplete the Ozone Layer to phase out the consumption of HCFCs 
by 2030. 


Environment Canada is proposing that transferable allowances be used for HCFC 
phaseout. This proposal would involve the allocation of HCFC consumption 
allowances which, once allocated, could be transferred among participants. This 
measure was proposed by Environment Canada in order to meet Canada’s 
commitment under the Montreal Protocol on Substances that Deplete the Ozone 
Layer to phase out the consumption of HCFCs by 2030. (Additional information 
on tradeable permits is contained in the section on ‘Recommendations for longer 
term consideration’ in the context of controlling sulphur dioxide (SO) emissions.) 


Transferable Allowances for Methyl Bromide 


The Task Force supports the establishment of transferable allowances for the 
control of production and consumption of methyl bromide. As part of the 1994 
amendments to the Ozone Depleting Substances regulations, such a system will be 
implemented on January 1, 1995. This measure will address commitments made 
under the Montreal Protocol on Substances that Deplete the Ozone Layer calling 
for a freeze on methyl bromide consumption by 1995 as well as domestic 
commitments for a. 25 per cent reduction. 


This measure was proposed by Environment Canada after examination of a range 
of options for meeting international and domestic commitments respecting the 
consumption and production of methyl bromide. This measure, along with the 
previous measure for HCFCs, would represent a significant extension of the use of 
transferable allowances for addressing environmental objectives. Such allowances 
allow for certainty in meeting specific quantitative targets while providing for 
greater flexibility and cost savings among affected parties. 
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RECOMMENDATIONS FOR LONGER TERM 
CONSIDERATION 


In addition to making recommendation on measures for consideration in the 
consultations leading up to the 1995 budget, the Terms of Reference instruct the 
Task Force to develop a framework to undertake a systematic review of barriers 
and disincentives to sound environmental practices over a longer time frame. The 
members dedicated a considerable portion of their energies to this task. The results 
of their work is outlined below, beginning with a summary description of the 
evaluation framework. 


The key issues that the government would need to address in order to implement 
the framework in a systematic and comprehensive fashion are also set out. 


The Terms of Reference also ask the Task Force to provide advice on measures to 
be addressed over a longer time frame. This section therefore sets out a number of 
specific measures which the Task Force believes merit further analysis, discussion 
and development for the longer term. 


I. Framework for Analysis of Barriers 
and Disincentives 


The goal of the analytical framework for identifying barriers and disincentives is 
to promote sustainable development by fostering the integration of environmental 
considerations with economic and social considerations in government 

decision making. The framework is found in Appendix II; its major points are 
summarized below. 


The framework examines three issues that the government would need to address 
to achieve this objective: 


Issue 1: How to identify barriers to sound environmental practices. 
Issue 2: How to determine which barriers to reduce or eliminate. 


Issue 3: How to prevent the unnecessary creation of barriers in the future. 


Issue 1: Identification of barriers 


In order to conduct a comprehensive review of barriers and disincentives to 
environmentally sound practices, the first step for the government would be to 
identify objectives and principles for sound environmental decision making. 

A ‘barrier’ is then an overall policy approach, a set of policies, or one or more 
discrete measures that impede attainment of these objectives or principles. 
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The second step would be for the government to review each set of sectoral policies 
as well as a number of potential cross-cutting measures, including: 


e the overall system of taxation in the context of fiscal federalism; 


the division of responsibility between the federal and provincial governments 
for environmental management; 


e institutional barriers; and 
e the traditional norms for supporting and evaluating research. 


This analysis may identify a number of discrete barriers that should then be 
assessed further. 


The rationale for this approach is that, in some cases, barriers will represent — or 
be caused by — an underlying policy bias that must be addressed before focusing on 
discrete policies and measures. A comprehensive review of barriers should therefore 
start with an assessment of systemic and sectoral barriers before focusing on 
discrete barriers that may be identified in the sectoral reviews. This provides for 

an increasingly refined focus to ensure that the overall policy context is well 
understood before decisions are made to modify specific policies. 


Issue 2: Determine which barriers to eliminate or reduce 


Wherever feasible, the government should develop options to reduce or eliminate 
each barrier it identifies. These options would need to consider alternative ways to 
attain the government’s social and economic objectives while also achieving its 
environmental objectives and principles. In many cases, this will require 
distinguishing ultimate objectives (e.g., access to energy services) from delivery 
objectives (the means by which the ultimate objective is achieved, such as increased 
energy supply or decreased energy demand). In general, departments should first 
consider the opportunities for creative redesign by asking, for example: 


e what are the policy objectives associated with the barrier? 
e are these objectives still valid? 
e are these objectives being attained? 


¢ in any event, could these objectives be attained in a less environmentally 
damaging manner? 


¢ could redesign also contribute to other objectives? 


If it is not possible to deal with a barrier through redesign, policy makers would 
need to consider the following options: 


e eliminate or modify the measure; 


e introduce a counter-balancing measure(s); and 
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* no action (i.e. a barrier to sound environmental practice may be justified if 
(i) it achieves socio-economic benefits and (ii) there are no environmentally 
superior alternatives to achieve these benefits). 


If it appears the desirable option is to eliminate or modify the barrier, the actual 
determination should consider the net effect of moving from the status quo to an 
alternative. Five main categories of information would be needed to conduct such 
an analysis: 


e the environmental benefits of reform; 

e the economic impact of reform; 

e the fiscal impact of reform; 

e the social policy impact of reform; and 

e the administrative and implementation feasibility of reform. 


If, on the basis of an analysis using the five categories of information above, 
barriers are identified for elimination, it will be necessary to establish priorities. 
Top priorities should be barriers whose reduction will enhance environmental 
quality while contributing to other social, fiscal and economic objectives. Priorities 
should also reflect the feasibility of eliminating, replacing or reducing the barrier. 


Issue 3: Preventing the creation of new barriers 


The long term objective of the government should be to promote sustainable 
development by ensuring that environmental, social and economic considerations 
are integrated and considered at the earliest possible stage in decision-making. 
This will require a number of fundamental reforms, including: 


e establishing sustainable development objectives to guide government activity in 
relevant sectors; 


¢ assessing policy decisions requiring cabinet approval for their environmental 
implications; 


¢ clear lines of public and internal accountability; 

¢ a commitment to environmental science; 

e developing indicators to measure progress; 

* organizational reforms; 

° ensuring the cost effectiveness of environmental policies and programs; and 


¢ developing new analytical tools and skills to improve the government’s ability to 
integrate environmental and economic considerations. 
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Practical Limitations 


This analytical framework represents an ideal. There will be several practical 
constraints to its application. First, some of the information required will not be 
available or may be too costly to generate. Second, because the relationship between 
human activity and the environment is so complex, it may not be analytically 
possible to link a certain government program to a particular environmental 
consequence. Third, there are inherent limitations to such an analytical approach. 
The principle of sustainable development is based on the ultimate compatibility of 
economic and environmental objectives. However, decisions about whether a 
barrier ought to be removed or altered in some cases will depend on trade-offs 
between environmental and other objectives. Such trade-offs will be underlain by 
value choices which will have to be resolved through a political process rather than 
dictated by an analytical method. 


Given these limitations, it must be emphasized that failure to complete any single 
step in this framework should not impede immediate and ongoing efforts to identify 
and eliminate discrete barriers, many of which are relatively easy to identify, and 
some of which have been identified by this Task Force. 


Implementing the Framework 


The Terms of Reference of the Task Force mandate it to recommend a process and a 
time frame for implementing the framework. The Task Force’s recommendations for 
the implementation of the framework focus on the main elements of the framework, 
addressing: what needs to be done, who should do it, within what time frame, and 
how the public should be involved. 


In making its recommendations, the Task Force focused on the objectives it believes 
need to be met, leaving government to choose the most effective and efficient means 
for doing so. 


The Task Force, in developing its recommendations, undertook to integrate the 
implementation of the framework as much as possible into relevant existing or 
announced government initiatives. The recommendations therefore build on the 
government’s proposed amendments to the Auditor General Act, in particular, the 
creation of a Commissioner of the Environment and Sustainable Development in 
the Office of the Auditor General, and the requirement for government departments 
to develop, within two years, sustainable development strategies which include 
objectives, goals and action plans. These strategies will be elements of a proposed 
government initiative to develop a federal sustainable development framework. 


The framework developed by the Task Force is an important tool for undertaking a 
systematic review of barriers and disincentives to sound environmental! practices. It 
is the view of the Task Force that the framework can effectively assist departments 
in the development of their sustainable development strategies — in establishing 
their goals and objectives, and in developing action plans for achieving them. The 
Task Force expects that the elements of the framework will evolve and be further 
refined based on experience with implementing it. 
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Recommendations 


1. Definition of environmentally sound practice 
Rationale 
The development of departmental strategies and the sustainable development 


framework provide an important opportunity and a mechanism for the government 
to define environmentally sound practices, and to establish environmental priorities. 


Recommendation 
The Task Force recommends that, within one year of its report, the Minister of 
the Environment should, within the context of the development of departmental 


strategies and the proposed sustainable development framework, take the steps 
needed to define sound environmental practice by: 


e developing general environmental objectives: 


© defining the principles the government will employ to promote sound 
environmental practice, including the precautionary principle, pollution 
prevention, the polluter pays principle, and environmental cost internalization: 
and 


© defining the government’s environmental priorities for environmental protection 
and conservation. 


2. Sectoral reviews 

Rationale 

The framework recommends that barriers and disincentives to environmentally 
sound practices be identified and analyzed primarily on a sectoral basis. Under the 
proposed amendments to the Auditor General Act, each federal department will be 
required to develop sustainable development strategies that set out concrete goals, 
objectives and action plans within two years of the passage of the amendments 

to the Act. 

Recommendation 

The Task Force recommends that, within two years of passage of the amendments 
to the Auditor General Act mandating the development of departmental sustatnable 
development strategies, each federal department should, in accordance with the 
attached framework: 


© develop and announce sectoral environmental objectives for the sectors for which 
it is responsible; and 

e identify and assess barriers to sound environmental practices tn the sectors for 
which it is responsible, recognizing the interlinkages between the mandates of 
federal departments, and inter-governmental jurisdictional issues. 
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3. Cross-cutting issues 


Rationale 


Several of the barriers identified in the framework cut across government policies 
and are not primarily sectoral in nature. Many of these barriers therefore 

would unlikely be reviewed by departments while preparing their sustainable 
development strategies. 


Recommendation 


The Task Force recommends that the Minister of Finance should commit in the 
1995 budget to review the current tax system and the prospects for ecological 
tax reform with a view to reducing existing barriers to environmentally sound 
practice while also contributing to social and economic objectives, taking into 
account the impact on the federal tax system of the existing federal provincial 
fiscal regime. 


The Minister of the Environment should ensure that, within two years, other cross- 
cutting barriers to sound environmental practices are assessed in accordance with 
the attached framework, including: 


e institutional issues, such as jurisdictional fragmentation within and between 
federal departments and the medium by medium (rather than ecosystem-based) 
focus of some environmental legislation; and 


© whether and how the prevailing norms governing the funding and evaluation of 
research by the government undermine the attainment of sound environmental 
practices. 


The government could ask an independent body to undertake these cross-cutting 
reviews. The government itself could also undertake the reviews, either as special 
studies, and/or part of any ongoing reviews. Some of the reviews may also be 
undertaken in the context of the development of the proposed sustainable 
development framework. 


4. Implementation 
Rationale 


In its announcement of the creation of the Commissioner of the Environment and 
Sustainable Development, the government recognized that the elimination of 
barriers and disincentives to sound environmental practices will be a long term 
process which will require both nurturing and monitoring to succeed. Although 

the Commissioner’s specific responsibilities are yet to be defined, the government’s 
response to the report of the Standing Committee on the Environment and 
Sustainable Development — which addressed the Red Book commitment to establish 
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an Environmental Auditor General — explicitly indicates that the government sees 
the Commissioner playing an important role in holding the government publicly 
accountable for: 


e departmental progress in the achievement of departmental sustainable 
development strategies; and 


¢ continuing its efforts to identify barriers and disincentives to sound 
environmental practices. 


Recommendation 


Government departments should use the framework as a tool to assist them in the 
development of their sustainable development strategies. 


The Commissioner of the Environment and Sustainable Development should 
monitor and report on the departments’ use of the framework in developing their 
strategies, and on the government’s performance in completing a systematic review 
of barriers and disincentives to sound environmental practices by, for example: 


© commenting on the consistency of the governmental and departmental 
environmental objectives; 


¢ monitoring the effectiveness of the application of the principles of sound 
environmental practices developed by the government; and 


¢ identifying and recommending requirements for additional work on identifying 
and assessing barriers to sound environmental practices. 


5. Public Involvement 


Rationale 


The implementation of the framework will at times require the reconciliation of 
trade-offs among environmental, economic and social objectives, which should 
consider the views of the public. 


Recommendation 


The Task Force recommends that Ministers involve stakeholders throughout the 
implementation of the framework. 


6. Reporting 


Rationale 
One of the most effective mechanisms to ensure continued progress is to build in a 
periodic reporting requirement. 
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Recommendation 
The Task Force recommends that: 


e the Minister of the Environment should report annually on the government's 
progress in meeting its environmental objectives and priorities and, in greater 
depth, in the State of the Environment Report (which is currently released every 
five years); 


e departments should report progress in identifying and removing barriers, 
including cross-cutting barriers, as part of their annual requirement to include in 
Part III of their Estimates their progress towards meeting sustainable 
development goals and objectives. 


ll. Measures for Longer Term Consideration 


The measures in this section — particularly the economic instruments — include some 
of the more interesting measures considered by the Task Force, with the greatest 
potential for achieving economic and environmental goals. They were not included 
in the first category because they did not meet one or more of the necessary criteria; 
most frequently, they either required federal-provincial coordination or they could 
not be adequately developed within the time available for this initiative. 


The measures listed below do not constitute a comprehensive list either in the case 
of economic instruments or barriers and disincentives. The measures were proposed 
by individual members of the Task Force and were not subject to the same degree of 
scrutiny as the measures for budget consultation. The descriptive paragraphs were 
not the subject of full Task Force review, and the Task Force did not explore the 
degree of consensus surrounding either the measure or any recommended process. 


The measures below are in varying stages of development, and will require 
additional analysis and refinement. In some cases, specific processes are 
recommended for following up on the measures. These are also set out below. 
The Task Force agreed, however, that these measures should be addressed in the 
context of implementing the framework. 


Ecological Tax Reform 


A comprehensive analysis of the tax system could be undertaken with the objective 
of implementing ecological tax reform. 


Ecological tax reform has a number of aspects ranging from the removal of 
perceived barriers created by the tax system to sound environmental practices, to 
shifting taxes from economic ‘goods’ to environmental ‘bads’. One proposal is that 
revenues from taxes on goods and activities that degrade the environment be used 
to cut taxes on labour and/or capital. This initiative may yield a double dividend in 
the form of improved environmental quality and a healthier economy with a higher 
level of employment. The Task Force recognizes that the concept of ecological tax 
reform requires greater definition and that its feasibility needs to be assessed; it 
recommends that the government examine the prospects for ecological tax reform. 
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Transport 


Incentives for Alternative Transportation Fuels 


Measures could be introduced to encourage alternative transportation fuels, 
including: 


* incentives for reformulated fuels based on their impact on greenhouse gases ° 
(GHGs) and other atmospheric pollutants (nitrogen oxide (NO,,), volatile 
organic compounds (VOCs), and sulphur dioxide (SO3)); 


¢ 10 per cent ethanol blended gasoline; 


e design and construction of a ligno-cellulosic ethanol pilot plant in cooperation 
with private investors; and 


e incentives for the purchase of alternative-fuelled vehicles. 


Alternative transportation fuels, such as ethanol, methanol, natural gas, and 
propane have the potential to decrease the air pollution caused by the use of 
conventional fuels, and mitigate greenhouse gas (GHG) emissions which contribute 
to climate change. Certain alternative fuels offer lower tailpipe emissions than 
conventional fuels, but higher emissions at the production stage. Accordingly, a 
full comparison of the environmental impact of alternative fuels, including a full 
analysis of the lifecycle emissions from fuel production, conversion, and supply, as 
well as from vehicles, would need to be undertaken before specific action is taken 
in this area. There could nonetheless be real economic opportunities, as well as 
environmental benefits, from a move to alternative fuels. Support for ethanol-. 
blended gasoline, for example, would help the ethanol industry and would provide 
further benefits to the agriculture sector. The Task Force therefore supports the 
work of the National Air Issues Coordinating Committee (NAICC) in examining 
these measures. 


Promote User Pay Road Pricing 


User-pay road pricing guidelines or conditions could be attached to the financing 
of a national highway system (i.e. inter-city highways). 


This measure would require the integration of user-pay road pricing objectives 

into federal-provincial cost-sharing arrangements on a national highway system. 
Implementation of such a measure would increase overall economic efficiency, 
reduce both federal and provincial costs associated with the highway system and 
would be consistent with measures to reduce GHG emissions and other atmospheric 
pollutants such as smog, acid rain and hazardous air pollutants. Furthermore, it 
would signal government’s intent to move towards full-cost road pricing. The 

Task Force recommends the government support the consideration of this 

measure as part of any review of existing financing mechanisms for a national 


highway system. 
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Fuel Efficiency Premium 


Fuel efficiency premiums could be adopted where practicable. Where provinces do 
adopt such premiums, the federal government could encourage harmonization 
between provinces. 


A fuel efficiency premium consists of an annual fee (usually a registration 
surcharge) on vehicles based on their fuel efficiency. Vehicles with higher fuel 
consumption would be charged higher rates. Administration of the measure could 
be complex, involving the need to examine the actual (as distinct from rated) fuel 
efficiency of a vehicle. However, if implemented effectively, such a measure could 
reduce greenhouse gas emissions by discouraging ownership of vehicles with high 
rates of fuel consumption. As vehicle registration is a provincial responsibility, this 
measure would fall under provincial jurisdiction. The Task Force supports the work 
of the NAICC in examining this measure. 


Waste 


Packaging Stewardship Initiative 


A comprehensive packaging stewardship initiative, which would build on the 
momentum created by the CCME and the CIPSI, could be adopted. The initiative 
could incorporate a range of elements including a packaging levy. 


Packaging stewardship is the principle by which industries assume responsibility 

for the environmental impact caused by the packaging that they introduce into the 
marketplace. This principle has received support from industry, government and 
environment representatives. The Canadian Council of Ministers of the 
Environment (CCME) has undertaken preliminary discussions with industry on 
packaging stewardship and has identified areas where national harmonization 
might enhance the effectiveness and efficiency of stewardship initiatives in Canada. 
This initiative is consistent with the CCME’s National Packaging Protocol adopted 
in 1990 which sets a national goal of reducing packaging waste disposal by 

50 per cent by the year 2000, compared to 1988. The Canadian Industry Packaging 
Stewardship Initiative (CIPSI), an industry coalition of packaging users, has 
developed a specific program proposal for packaging stewardship under which 
packaging users would pay a weight based levy to an industry administered fund for 
the purposes of diverting packaging waste from disposal. Bilateral negotiations have 
been initiated between CIPSI and a number of provinces. The Task Force supports 
the discussions between CCME and industry on the development of an effective, 
broadly-based and widely-accepted packaging stewardship initiative. 
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Charge on the Generation of Hazardous Waste 


Charges could be levied on the generation of hazardous waste. The charge could 
be levied on products or substances and would be applied at a manufacturing or 
retail level. 


It is estimated that approximately six million tonnes of hazardous waste is 
generated in Canada per year. The charge could be designed to impose greater costs 
on hazardous wastes associated with the highest environmental risk, to induce 
manufacturers and consumers to reduce production and consumption of these 
items. The Task Force supports the consideration by CCME of this measure. 


Restructure Tax Accounting of Buildings 


The existing tax system could be examined to determine the extent to which it 
might encourage the premature demolition of buildings. If the tax system is found 
to encourage premature demolition, then remedial measures would need to 


be developed. 


There has been a suggestion that the existing federal tax structure might encourage 
the premature demolition of buildings. Construction and demolition debris 
comprises a large portion (roughly 30 per cent) of the Canadian solid waste stream. 
If the tax system does encourage premature demolition of buildings, then it could be 
contributing to the solid waste problem in Canada. Reform of this aspect of the tax 
system could, therefore, reduce the amount of solid waste generated in Canada. 
However, there has been very little work in Canada examining this issue. The 

Task Force recommends that the government work with relevant outside experts to 
examine this issue. 


Use Recycled Tires in Asphalt 


A requirement to use rubber-modified asphalt, where feasible, on roads built with 
federal money could be introduced. 


Scrap tires pose significant disposal problems: they resist compaction and therefore 
take up a disproportionate volume in landfills; they can rise to the top of landfills 
due to methane gas collecting in their cavities; and tire stockpiles are a fire hazard. 
One solution to the scrap tire problem could be the use of recycled tires in asphalt 
for road building. Rubber-modified asphalt is currently being tested in Ontario and 
Quebec; however, its long time durability and relative physical, economic and 
environmental benefits compared to regular asphalt have yet to be fully determined. 
Further positive test results will be required before rubber-modified asphalt becomes 
a generally accepted way to recycle used tires. The Task Force recommends the 
government monitor and support the ongoing tests of rubber-modified asphalt. 
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Air Quality 


Tradeable Allowances for Sulphur Dioxide (SO ) Control 
in Eastern and Western Canada 


Tradeable allowances systems for SO control in Eastern and Western Canada 
could be implemented. 


Canada is committed to a national cap of 3.2 million tonnes of SO, and a regional 
cap of 1.75 million tonnes for Nova Scotia, New Brunswick, P.E.I., southeastern 
Ontario and southern Quebec. While most eastern provinces are currently meeting 
their caps, new scientific evidence suggests that current measures may not be 
enough and that emission limits should be restricted further. Acidic deposition is not 
currently a problem in most areas in western Canada. Small areas in southern B.C., 
northern Saskatchewan and western Manitoba are somewhat sensitive to acidic 
deposition, but given current emission projections it appears unlikely that 
deposition in any of these areas will reach or exceed critical thresholds. Proposals 
for tradeable allowances for SO, control in Eastern and Western Canada have been 
discussed by stakeholders and they have recognized the merits of allowance 
trading. These measures would be either under provincial or shared 
federal/provincial jurisdiction. 


Allowance trading systems or tradeable permits essentially harness market forces to 
encourage industry to develop cost-effective measures and technologies to reduce 
pollution. They have potential application to large stationary sources of emissions 
within discrete geographical areas. In these cases, the pollution problem, and hence 
its solution, are localized and the major polluters can be readily identified. 


Tradeable permit schemes would set overall targets for pollution reduction and, 
within these targets, provide specific pollution allowances to each of the major 
polluters. Technically, each polluter would be required to reduce emissions; 
however, polluters who exceed their reduction requirements would be free to sell 
their unused allowances. In this fashion, pollution reduction can be achieved in the 
most cost-effective manner, particularly when the marginal costs of pollution 
abatement differ significantly between industrial sectors as is the case with smelters 
and power utilities in Eastern Canada. The Task Force recommends the government 
support the examination by the National Air Issues Coordinating Committee into 
the potential of implementing such a measure. 


Tradeable Permits for Stationary Sources 
of Nitrogen Oxide (NO,) Control in Ontario 


A tradeable permits system could be implemented for stationary sources of NO, 
control in Ontario. 


The Canadian Council of Ministers of the Environment (CCME) has adopted the 
NO,/VOC Management Plan to address ground-level ozone problems through a 
mix of federal and provincial actions. A 1992 consultant’s study addressing the 
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control of NO, in Ontario? identified significant cost savings related to a tradeable 
permits system for stationary sources of NO, in Ontario and industry groups have 
indicated their interest in moving ahead with this proposal. While a tradeable 
permits program for larger stationary sources of NO, in Ontario would be 
relatively straight forward to implement, NO, control falls within provincial 
jurisdiction. The Task Force recommends the government support the examination 
by the National Air Issues Coordinating Committee into the potential of 
implementing such a measure. 


Tradeable Permits for Limiting Benzene in Gasoline 


A tradeable permits system for limiting benzene in gasoline could be introduced. 


Benzene is a known carcinogen, and has been declared toxic under the Canadian 
Environmental Protection Act by the federal Ministers of the Environment and 
Health. The federal government has jurisdiction over this issue and is currently 
in the process of preparing a discussion paper on the potential use of tradeable 
permits for reducing benzene in gasoline. Stakeholder consultations have not 

yet taken place. 


A tradeable permit program for benzene would be similar in structure to the U.S. 
lead phasedown program. Such a system would set limits on the benzene content in 
gasoline that refiners could not exceed. Permits would be distributed to each refiner 
in proportion to their production and the limit set. Permits could then be traded 
between refiners. If the refiner produces gasoline with a higher benzene content, it 
could buy permits from another refiner to offset its exceedances. In this way, the 
benzene content in gasoline could be limited in the most cost-effective manner 
possible. The Task Force recommends the government support an examination of 
such a measure as part of the Strategic Options Process for the downstream 
petroleum sector. 


Water Pricing 


Realistic Water Pricing 

Water pricing guidelines or conditions could be attached to water related 
federal/provincial projects such as irrigation or water treatment infrastructure in 
order to promote realistic water pricing. 


Realistic water pricing, which basically means that consumers should pay the full 
price of infrastructure and operating costs, is a central element of the Federal Water 
Policy. As part of an ongoing campaign to support realistic water pricing, a rate 
setting manual, Municipal Water and Wastewater Rate Manual; A New Approach 
to Rate Setting, was jointly developed by Environment Canada and the Canadian 
Water and Wastewater Association (CWWA). The manual is being distributed to 


3 National Economic Research Associates Inc., Emissions Trading Program for Stationary Sources 
of NO, in Ontario (Toronto: October 1992). 
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Canadian municipalities, and a series of regional workshops to promote the manual 
is currently under way. Combined with this campaign, this measure would send a 
strong signal that there is a need to move towards more realistic water pricing 
policies. The Task Force supports the examination of this measure. 


Conservation 


Agricultural Cross Compliance 


Agricultural cross compliance measures could be introduced to promote 
environmental objectives, such as putting aside 12 per cent of Canadian habitat 
as protected space. 


Cross compliance is a measure which ties the eligibility for the benefits of a public 
program to the fulfilment of a requirement not directly related to the program. In 
this case, participation in crop assistance programs such as the Gross Revenue 
Insurance Program could be tied to the setting aside of land as protected habitat. 
This could also be an effective way to link assistance programs with soil 
conservation. This type of measure has not been well examined in a Canadian 
context and would require extensive consultations to ensure support and to develop 
a simple and understandable mechanism. The Task Force supports the ongoing 
examination of this measure by Agriculture Canada in consultation with stakeholders. 


Other Measures 


The government could examine whether the tax system discourages private 
companies from undertaking social science research. It has been suggested that the 
tax system treats expenditures on social science research less favourably than other 
forms of scientific research to the detriment of the environment. 


The government could examine the possible adverse environmental impacts from 
alleged uneven and inadequate enforcement practices. It has been suggested that the 
government does not enforce its environmental laws and regulations adequately or 
evenly, thereby undermining the potential of the legislation or regulation to meet its 
objective and have a positive impact on the environment. 


The government could examine whether there are adverse environmental impacts 
from the fact that the U.S. imposes a tariff on ethanol imports from Canada, but 
Canada does not impose a tariff on imports from the U.S. It has been suggested that 
the U.S. tariff on ethanol imports from Canada poses a disincentive to Canadian 
ethanol producers. 


The government could examine whether the current emphasis in food grading 
standards on aesthetic appearance, which is derived from perceived consumer 
demands, constitutes a barrier to sound environmental practice. It has been 
suggested that the emphasis on the aesthetic appearance of food poses a disincentive 
to farmers who grow sustainably produced products, or are interested in switching 
to sustainable farming practices. 
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CONCLUSIONS AND NEXT STEPS 


The Task Force fully supports the federal government’s initial efforts to take an 
integrated approach to economic, social, and environmental policy. It believes that 
it is of utmost importance that the government maintain the momentum of the 
initiatives it has taken to date. 


The establishment of the Task Force was a step in the practical integration of the 
government’s economic and environmental policies. Through the Task Force, the 
government brought together a wide range of stakeholders with very diverse views 
to provide it with concrete recommendations on how such integration could be 
considered in the context of the next budget. 


The Task Force believes that its initial work on measures for consideration in the 
next budget is a step forward. While the measures may be modest, the fact that they 
will be considered in the budget consultations is an important innovation in the way 
budgets are developed in Canada. Moreover, the implementation of some of these 
measures, again while modest, would be symbolic of a government seriously 
committed to taking more significant steps in the future. 


There was a general recognition that the scope of the issue of existing barriers 
and disincentives and the potential for economic instruments far exceeds the 
contribution made by this report. The Task Force had a significant discussion on 
the topic of government subsidies, grants and incentives and their impact on the 
environment. There was no consensus achieved in this area. In considering the 
pursuit of the commitment in Creating Opportunity for a comprehensive baseline 
study of federal taxes, grants and subsidies, the framework provided by the 

Task Force may prove helpful. 


The Task Force considers its recommendations for longer term measures and 

a process and time frame for the implementation of its framework are as 
important as its recommendations concerning measures for the upcoming budget 
consultations. The Task Force therefore recommends that it reconvene in 

six months to meet with the Ministers of the Environment and Finance to obtain 
their views on the report and discuss the government’s progress in moving forward 
on the Task Force’s recommendations. 


It is the view of the Task Force that it is very important for the government to adopt 
its recommendations for the examination of the longer term measures, and for the 
implementation of its framework. As we have noted throughout this report, the 
government should ensure that implementation of these measures builds upon 
existing processes where possible. We also recognize the relationships between this 
process and the government’s economic agenda, including the emphasis on fiscal 
restraint and jobs from economic development. The adoption of the Task Force’s 
recommendations, combined with an effective Commissioner of the Environment 
and Sustainable Development, would assist the government in maintaining its 
momentum in furthering the practical integration of environmental, social and 
economic policies in Canada. 
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TERMS OF REFERENCE 

TASK FORCE ON ECONOMIC 
INSTRUMENTS AND DISINCENTIVES TO 
SOUND ENVIRONMENTAL PRACTICES 


APPENDIX I — TERMS OF REFERENCE 


CONTEXT 


In Creating Opportunity, the government stated its commitment to the adoption 
of economic and environmental agendas that converge. In announcing in the 
February budget the establishment of a multistakeholder task force to find 
effective ways in which to use economic instruments to protect the environment 
and to identify barriers and disincentives to sound environmental practices, the 
government took an important step towards that commitment. 


Economic instruments can offer the lowest-cost and most flexible methods of 
achieving environmental goals, and can further innovation; they can therefore help 
achieve both economic and environmental objectives. Identifying barriers and 
disincentives to sound environmental practices is a key step in ensuring that 
environmental and economic policy signals point the same way. The fundamental 
goal of this task force is to promote, through its work on economic instruments and 
barriers and disincentives, the convergence of economic and environmental agendas 
and thereby sustainable development. 


General 


The task force will be established in July 1994. It will report to the federal 
Ministers of Finance and the Environment in November 1994. A decision on 
whether to extend the life of the task force will be taken after the report has 
been considered. 


With respect to both the economic instruments and barriers and disincentives 
areas of its work, the task force report will have two components: 


¢ options for measures to be considered in consultations leading up to the 
1995 budget; and 


e advice on issues to be addressed over a longer time frame. 


In carrying out its work, the task force should consult as appropriate. It should 
both avoid duplicating the work of existing processes and build upon that work 
whenever feasible and appropriate. 


Issues examined by the task force will lie in federal or shared federal/provincial 
jurisdiction. Measures examined will be federal or complementary to federal 
measures. Recommendations will be directed to the federal government. 
Recommendations for options to be considered in the context of the 1995 budget 
will focus on measures in federal jurisdiction or measures on which the required 
federal-provincial discussions have taken place. Advice concerning longer term 
issues may include those in shared federal-provincial jurisdiction for which 
appropriate federal-provincial processes are required. 
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The government will provide a secretariat of two full-time officials to provide 
logistical support and assist in drafting the interim and final reports. Most of the 
substantive work of the task force will be carried out by task force members 
drawing on the resources of their own organizations — where necessary, funding will 
be available to assist this process. Government members of the task force will draw 
on the expertise of the range of goverment departments as appropriate. Non- 
government task force members may wish to second individuals from their 
organizations to the secretariat; this would enlarge the secretariat and enable it to 
provide more analytical support. 


The task force should seek the assistance of the NRTEE as appropriate in carrying 
out its work. 


Officials from the departments of Finance and the Environment will participate on 
the task force as experts from the Government of Canada; they will participate 

in the development of task force recommendations in their capacities as 

federal experts. 


Mandate 


Economic Instruments 


Based on considerations including the polluter pays principle, competitiveness, 
sectoral and regional impacts, environmental effectiveness, practical feasibility and 
any other considerations the task force deems appropriate: 


e identify workable options for implementation of one or more market-based 
instruments for the achievement of established environmental goals, for possible 
consideration in consultations leading up to the 1995 budget where appropriate; 
and 


e identify areas where market-based instruments could be developed and 
implemented over a longer time frame, and propose steps that could be taken 
to advance the development of instruments in these areas. 


Barriers and Disincentives to Sound Environmental Practices 


Develop a framework for identifying barriers and disincentives to sound 
environmental practices. The framework should provide an approach and criteria 
for both identifying barriers and disincentives and making a clear link between the 
barrier and the unsound environmental practices. 


Using this framework, identify one or more barriers and disincentives to sound 
environmental practices for potential in-depth examination and consultation in the 
context of preparations for the 1995 budget where appropriate. 
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Develop options for a systematic review of barriers and disincentives over a longer 
time frame. The options should include: 


¢ a process and time frame for identifying remaining barriers; 
¢ criteria for determining which barriers should be reduced or eliminated; and 


¢ a process and time frame for reducing or eliminating these barriers. 


Deliverables and Time Frames 


The task force will submit a report to the Ministers of Finance and the Environment 
by the end of November 1994, and an interim report to the Deputy Ministers of 
Finance and the Environment in September 1994. 
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Introduction 


The terms of reference establishing the Task Force on Economic Instruments and 
Disincentives to Sound Environmental Practices instruct the Task Force, among 
other things, to: 


e develop a framework for identifying barriers and disincentives to sound 
environmental practices. The framework should provide an approach and criteria 
for both identifying barriers and disincentives and making a clear link between 
the barrier and the unsound environmental practices; 


¢ using this framework, identify one or more barriers and disincentives to sound 
environmental practices for potential in-depth examination and consultation in 
the context of preparations for the 1995 budget where appropriate; and 


¢ develop options for a systematic review of barriers and disincentives over a 
longer time frame. The options should include: 


— a process and time frame for identifying remaining barriers; 


— criteria for determining which barriers should be reduced or eliminated; 
and 


— a process and time frame for reducing or eliminating these barriers. 


This document outlines a proposed framework that would respond to these 
instructions. 


Goals and Objectives 


The overall goal of identifying barriers to sound environmental practices is the 
promotion of sustainable development. Ultimately, this goal requires the integration 
of environmental, economic and social considerations in all levels of decision- 
making by both private and public sector actors. As such, achievement of 
sustainable development is likely to require changes in values, human behaviour 
and institutions. 


This paper outlines a framework to help make some of the changes that are 
required to achieve this objective. The first part of the framework is designed to 
improve the integration of environmental considerations with economic and social 
considerations in existing government policies, while the final part identifies 
reforms that may be required to improve ongoing policy development. Thus, the 
framework first outlines a process to identify existing public policies that are 
barriers or disincentives to environmentally sound practices. As such, the 
framework initially focuses on identifying the environmental implications of the 
policy measure(s) under review. The framework then emphasizes that decision 
makers should account for a wide range of considerations, including social and 
economic impacts and administrative feasibility, when determining which barriers 
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should be reduced or eliminated. Notwithstanding this design, decision makers 
ideally would apply clearly understood environmental, economic and social 
objectives in an integrated and consistent manner throughout their decision-making 
processes. This is emphasized in the final section of the framework. 


Issues 
This framework addresses three issues: 
1) how to identify barriers to sound environmental practices; 


2) how to determine which barriers to sound environmental practices to eliminate 
or reduce, taking account of environmental, economic, social and 
implementation considerations; and 


3) how to prevent new barriers from being created by integrating environmental 
considerations with economic and social considerations into on-going 
government decision-making. 


Outline of Proposed Framework 


The proposed framework for identifying barriers and disincentives and for 
determining which barriers and disincentives to eliminate or reduce has six steps 
(summarized in Figure 1). These steps should be applied iteratively, and the 
description of them is not intended to convey the impression of a rigid sequence. 
Identify barriers 

Step 1: Define environmentally sound practice by identifying: 


— general environmental objectives; 


— guiding principles for sound environmental decision-making 
and practices; 


— environmental priorities; and 


— sectoral environmental objectives. 
Step 2: Assess all sectoral policies. This may result in the identification of: 


— asystemic policy barrier that must be addressed in its entirety before 
addressing the discrete measures that are premised on the underlying 
barrier; and/ or 


— one or more discrete policies and measures that are barriers (see step 4). 
Step 3: Identify and assess cross-cutting barriers to sound environmental practices. 


N.B. Steps 2 and 3, in particular, need not be sequential and should, 
ideally, occur simultaneously. 
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Figure 1: Summary of the Framework for Analyzing Public Policy Barriers 
to Sound Environmental Practices 


1. Define sound environmental practices by, among 
other things, developing: 
* general environmental objectives; 
* principles of sound environmental decision- 
making and practices; 
* environmental priorities; and 
¢ sectoral environmental objectives. 


2. Identify and assess cross-cutting 
barriers, including: 
¢ the overall tax system; 
¢ institutional barriers; 
e the traditional norms for 
supporting and evaluating 
research. 


3. Assess each sectoral policy 
‘package’. This may result in the 
identification of: 
¢ a systemic policy barrier that 

must be addressed in its entirety 
before reforming individual barriers 
that are based on the underlying 
policy bias; 
* one or more discrete policies or 
measures that are barriers. 


Does the barrier reflect 
an underlying policy bias? 


Yes 


4. Assess the policies and measures identified as 
discrete barriers in steps 2 and 3. 


_ If feasible, identify options for reducing or eliminating 
barriers in steps 2, 3 and 4. This exercise will differ 
depending on the nature of the barrier. 


once 


. Determine which barriers to reduce or eliminate, 
accounting for: 
e environmental benefit of reform; 
* economic impact of reform; 


e fiscal impact of reform; 
¢ social policy impact of reform; and 
¢ administrative feasibility. 
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Step 4: Assess the discrete policies and measures identified as barriers in 
steps 2 and 3. 


Determine which barriers to reduce or eliminate 


Step 5: Identify options to reduce or eliminate the barriers identified in 
steps 2, 3 and 4. 


Step 6: Determine which barriers to eliminate or amend, taking account of 
economic and social objectives as well as administrative feasibility. 


The first step is based on the observation that, in order to identify barriers, the 
government first must identify objectives and principles for sound environmental 
practices. For the purpose of this review, a ‘barrier’ is then an overall policy 
approach, a set of policies, or one or more discrete measures that impede 
attainment of these objectives or principles. More specifically, a barrier may arise 
either because: 


e the government has failed in an attempt to correct for market failures which 
impede environmentally sound practices; or 


e because government action has given rise to an unintended negative 
environmental effect. 


Steps 2 to.4 emphasize that a comprehensive review of barriers should start with an 
assessment of systemic and sectoral issues that may impede sound environmental 
practices. This approach reflects the assumption that, in some cases, barriers will 
represent an underlying policy bias that must be addressed before focusing on 
discrete measures. This multi-stage approach also provides for an increasingly 
refined focus and assessment of barriers to ensure that the government understands 
the overall policy context as well as the particular characteristics of the barriers that 
are identified. 


The analysis in steps'5 and 6 should build on the information gained in steps 1 to 4 
and will also incorporate considerations of economic and social objectives as well as 
administrative feasibility into the decision of whether, and if so how, to reduce or 
eliminate each barrier. 


The first four steps are described in the section ‘Identifying Barriers to Sound 
Environmental Practices’. The final two steps are described in the following section 
‘Eliminating or Modifying Barriers to Sound Environmental Practices’. The section 
‘Presenting the Creation of New Barriers’ then builds on the discussion in the 
previous sections and identifies the type of reform required to ensure that barriers 
are not created in the future. 


This analytical framework obviously represents an ideal. It is important to 
appreciate that there will be several practical constraints to its application. First, 
some of the information required will not be available or may be too costly to 
generate. Second, because the relationship between human activity and the 
environment is so complex it may not be analytically possible to link a certain 
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government program to a particular environmental consequence. Third, there are 
inherent limitations to such an analytical approach. The principle of sustainable 
development is based on the ultimate compatibility of economic and environmental 
objectives. However, decisions about whether a barrier ought to be removed or 
altered in some cases will depend on trade-offs between environmental and other 
objectives. Such trade-offs will be underlain by value choices which will have to be 
resolved through a political process rather than dictated by an analytical method. 


Given these limitations, it must be emphasized that failure to complete any single 
step in this framework should not impede immediate and ongoing efforts to identify 
and eliminate discrete barriers, many of which are relatively easy to identify, and 
some of which have been identified by this Task Force. 


identifying Barriers to Sound Environmental Practices 


Step 1: Define Sound Environmental Practice 


The definition of sound environmental practice should be based on: 
¢ general environmental objectives; 

¢ principles for sound environmental decision-making and practices; 
¢ environmental priorities; and 

e sectoral environmental objectives. 


Clear environmental objectives and principles will have a number of benefits. They 
will help focus the government’s analytical and policy making efforts. They will 
help the government account for the cumulative impact of discrete policies and 
actions. And they will help decision makers make explicit the trade-offs that may be 
required when assessing barriers and when developing new policies in the future. 


This section provides guidance on the development of environmental objectives 
and principles. 


General Environmental Objectives 


The World Conservation Strategy (1980) defined the objectives of environmentally 
sustainable development as: 


e the maintenance of essential ecological processes and life-support systems; 
e the preservation of genetic diversity; 


e the sustainable utilisation of species and ecosystems. 
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This definition is widely accepted as the appropriate starting point for a 
description of environmental objectives. Some countries have developed somewhat 
more precise overall environmental objectives. For example, the Dutch National 
Environmental Protection Plan states that the three main components of 
environmental sustainability that will guide all government decision making in 

the Netherlands are: 


e saving energy and increasing the efficiency and use of renewable sources 
of energy; 


e improving the quality of products and production processes (i.e. extending the 
lifespan of products, increasing recycling opportunities and improving the 
environmental impact of production processes); and 


e closing materials cycles (i.e. eliminating as many polluting leakages as possible, 
reducing the use of non-renewables, decreasing the use of raw materials, 
conserving land and resources). 


When developing overall environmental objectives, the government could have 
regard to these and other, similar examples. (Annex D summarizes selected 
countries’ requirements for the environmental assessment of policies) 


The government could also consider referring to physical criteria such as: 
® minimizing the ratio of environmental emissions to jobs; and 


¢ minimizing environmental co-efficients (average environmental impact from the 
consumption of resources and the production of wastes per unit of value). 


Principles of Sound Environmental Decision-Making and Practices 


The objective of sustainable development requires that policy makers fully integrate 
environmental, social and economic considerations into their decision-making 
processes. Thus, sound environmental practices requires that the full range of 
sustainable development objectives — including environmental — are explicitly 
accounted for throughout the policy development process — from the identification 
of the policy objective, to the identification and assessment of options and, finally, 
to implementation and evaluation. (The section ‘Preventing the Creation of New 
Barriers’ discusses in more detail the need to fully integrate environmental 
considerations into the policy making process in order to ensure that barriers to 
sound environmental practices are not created unnecessarily in the future). 


Sound environmental practice should also be guided by the following broad 
principles: 


e the precautionary principle; 


pollution prevention; 


the polluter pays principle; and 


full environmental cost internalization. 
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While there is widespread acceptance of each of these principles, they are each 
sufficiently ambiguous that the government should clearly define each principle 
(Annex A provides examples of existing definitions). 


In addition, principles of environmentally sound practice should reflect: 
e existing legal and policy requirements; and 


* existing practices with respect to environmental assessment, green procurement, 
fleet and building management and the handling of hazardous waste. 


Environmental Priorities 
The ‘Red Book’ identifies a number of priorities: 


e reduce the presence of toxic substances in the environment; 
¢ protect the stratospheric ozone layer; 


¢ stabilize greenhouse gas emissions by 2000 and develop sustainable options for 
further emissions reductions by 2005; 


e improve energy efficiency; 
e protect biodiversity; and 
¢ sustainable management of natural resources. 


The government will need to formally adopt these priorities or priorities like these 
to help guide the identification and assessment of barriers. 


Sectoral Environmental Objectives 


Federal departments will also need to develop environmental objectives for each 
policy sector for which they have responsibility. This will need to be done for all 
policy sectors and not just for resource sectors. 


Various governments, including the federal and provincial governments and a 
number of NGOs, have developed detailed sectoral environmental objectives. 
Annex B lists examples of objectives that have been developed for various sectors 
and that might serve as models for the development of federal sectoral objectives. 


Step 2: Assess Each Sectoral Policy ‘Package’ 


Inasmuch as individual barriers within a given sector may not exist in isolation but 
rather reflect a particular policy bias, each department should analyze each overall 
package of sectoral policies and programs for which they have responsibility before 
focusing on discrete policies and measures. For example, it may be difficult to 
determine whether incentives to one energy source represent a barrier to sound 
environmental practices without understanding the full array of incentives available 
to other energy sources. 
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In some cases, this sectoral analysis will conclude that the real problem is a systemic 
approach that underlies all policies in the area. Departments should then focus their 
attention first on reforming this overall approach before considering the discrete 
measures that are premised on the underlying barrier: see step 6. In other cases, this 
analysis will indicate that a discrete number of policies represent barriers which 
departments should then assess individually: see step 4. 


Step 3: Assess Cross-Cutting Policies 


Several barriers to sound environmental practices are systemic rather than specific 
in nature. Examples of such barriers that should be assessed include: 


The tax system 


The government should assess whether its overall approach to taxation represents a 
barrier to environmentally sound practices. Whether this is the case, and to what 
extent, will in part be assessed in the sectoral reviews. However, the tax system is a 
cross-cutting policy mechanism whose provisions affect activities in a range of 
sectors. It therefore makes sense to complement the sectoral reviews by a review of 
the tax system itself. 


As a counterpart to such a review, the government could also examine the concept 
of ecological tax reform, under which it might be possible to use revenue from 
increased taxes on environmentally damaging goods and activities to offset reduced 
taxes on labour and income. This review should account for the impact on federal 
tax policy of the federal-provincial fiscal regime. 


Jurisdictional division of responsibilities 

As the CCME has recognized by making jurisdictional harmonization its top 
priority for 1994, the current division of responsibility for environmental 
management between the federal and provincial governments may impede effective 
environmental protection. 


Institutional issues 


A number of organizational and program design issues may impede the 
development of sustainable policies in a number of sectors. For example, 
jurisdictional fragmentation within and between government departments may 
undermine effective policy coordination. The traditional medium by medium focus 
of environmental legislation may limit the government’s ability to account for 
ecosystem wide issues. Similarly, the focus on command and control regulations 
versus Other, incentive based measures may unneccessarily limit the pollution 
prevention scope of existing control measures. And finally, some critics argue that 
the government does not account for public values and expertise as effectively 

as it could. 
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Inadequate support for inter-disciplinary research and education 


The prevailing norms for sponsoring and evaluating research tend to favour single 

disciplinary research. As the federal government recognized when it established the 
Eco-Research Program, however, in many cases research in support of sustainable 

development should be inter-disciplinary. 


It is important to note that the nature of these cross-cutting barriers is different 
from many of the more specific barriers. In many cases, the removal of a cross- 
cutting barrier will require changing the way government operates rather than 
eliminating a specific measure. As such, removal will likely require a series of 
discrete steps over the long term. 


Step 4: Characterize and Evaluate the Discrete Policies and 
Measures Identified as Barriers in Steps 2 and 3 


The government authorities which identify individual policies and measures as 
potential discrete barriers in steps 2 and 3 would then need to assess each of these 
discrete measures against the objectives and principles established in step 1. 


Issues Related to the Characterization of Barriers 


There are a number of issues related to the characterization of barriers. These are 
summarized below. 


Acts of Commission Versus Acts of Omission 


It is proposed that the initial exercise of identifying barriers focus on actions that 
have been taken and not focus on ‘action not taken’ since the process of identifying 
‘action not taken’ could be endless. Action not taken is relevant to the 
determination of how to remedy a barrier that has been identified, however. Action 
not taken is often no more than the converse of action being taken (e.g., the lack of 
support to an environmentally-friendly practice may be an issue only because of 
government support for an environmentally unsound practice). As the next section 
therefore emphasizes, when determining how to move to more environmentally 
sound practices, the government should weigh the relative economic, social and 
environmental merits both of removing the existing support for the unsound 
practice and of enhancing support for the sound practice (which may require 
implementing a new initiative). 


Current Versus Historic Barriers 


The assessment of barriers should distinguish between and account for both 
‘current’ and ‘historic’ barriers. The former are government policy measures still in 
existence. The latter represent the legacy of measures which no longer exist but 
whose influence is still felt. In some cases, for example, previous infrastructure 
grants or research and development subsidies may continue to exert an adverse 
environmental effect. The objective here is not to evaluate whether these barriers 
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were well-founded in the first place but rather to determine whether their ongoing 
influence requires the introduction of offsetting measures. In other words, are 
positive measures required to overcome the inertia of current practices that are, 

at least in part, supported by the legacy of historic government initiatives? 


Categories of Barriers 


It may be useful to categorize barriers and disincentives by function. Barriers 
operate differently and have different institutional implications even in cases where 
they may have similar environmental impacts. These design and institutional 
implications become important when the modification or elimination of the barrier 
is considered. 


There are two main categories of barriers: policy barriers and institutional barriers. 


Policy barriers 


Legislation and regulation 

Laws and regulations can act as barriers to sound environmental practices in several 
ways: they may prescribe courses of action that are not environmentally optimal; 
they may foreclose environmentally desirable options; they may favour certain 
technologies or activities over others. 


Taxation and spending 

Government taxation and spending policies can promote, directly or indirectly, 
certain activities and provide disincentives for others. These policies may represent 
barriers whenever they lead to pricing at less than full (marginal) cost, accounting 
for environmental externalities as well as direct economic costs. This can result 
from direct subsidies such as grants and tax expenditures. It may also result from 
indirect subsidies where the price of a product or service (such as electricity or 
waste disposal) does not reflect full marginal costs. 


Research, education and suasion 

Governments can influence private sector behaviour through support for research, 
and through education and moral suasion. In this context, the traditional focus on 
single disciplinary research by government funding agencies has been cited as a 
barrier to learning about environmentally sustainable processes. 


Crown activity 

In some cases, governments may choose to intervene in the market by undertaking a 
specific activity through a Crown corporation. A barrier to environmentally sound 
practices may arise where that Crown corporation is treated more favourably than 
its competitors, for example. 


Procurement 

The federal government purchases over $9 billion in goods and services annually. 
The specifications for these purchases can encourage or discourage environmentally 
sound practices and products. 
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Institutional barriers 


Program design and administration 

Administrative arrangements can have an important effect on environmental 
quality. For example, inadequate funding or lack of clear guidance provided to 
monitoring or enforcement programs can undermine policy objectives. 


Skills 

In some cases, officials may not be trained to identify and account for the 
potential environmental impacts (both positive and negative) of the programs 
they administer. 


Systems of rewards 

As in the private sector, bureaucratic behaviour is, in part, determined by the 
prevailing system of employment incentives. Where these incentives encourage 
officials to account only for the narrow considerations relevant to a single 
department, they may discourage the integration of environmental (and other) 
values into public policy formation. 


Government organization 
Jurisdictional fragmentation within and between governments has often been cited 
as a barrier. 


Eliminating or Reducing Barriers 
to Sound Environmental Practices 


Once a barrier has been identified, the government would need to determine what 
action, if any, should be taken. This task involves steps 5 and 6: 


Step 5: Identify options to reduce the barrier; and 


Step 6: Determine which barriers to eliminate or reduce, taking account of 
environmental, economic and social objectives and administrative 
feasibility. 


Step 5: Identify Options 

Wherever feasible, in each case where a barrier is identified, the government will 
need to develop options to reduce or eliminate the barrier. This exercise will be 
different depending on the nature of the barrier. Cross-cutting and sectoral barriers 
will reflect policy biases that underlie a number of discrete policy measures. In those 
cases, reform efforts should commence by developing alternative approaches to 
attain the government’s social and economic objectives for the sector while also 
achieving the environmental objectives and principles identified in step 1. This will 
require distinguishing ultimate objectives (e.g., access to energy services) from 
instrumental objectives (the means by which the ultimate objective is achieved: 
e.g., increase energy supply or decrease energy demand). In many such cases, 
departments will have to develop subsequent specific reforms incrementally. 
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In the case of specific policies and measures that are identified as discrete barriers, 
this step will follow the more traditional options development process that precedes 
most policy development. In general, departments should first consider the 
opportunities for creative redesign by asking, for example: 


e what are the policy objectives of the barrier? 
e are these objectives still valid? 
e are these objectives being attained? 


° in any event, could these objectives be attained in a less environmentally 
damaging manner? 


e could redesign also contribute to other objectives? 


If it is not possible to achieve the original goals through redesign, then policy 
makers should consider the following options: 


e eliminate or modify the measure; 
e introduce a counter-balancing measure(s); and 


® no action (i.e. a barrier to sound environmental practices may be justified if (1) it 
achieves socio-economic benefits and (ii) there are no environmentally superior 
alternatives to achieve these benefits). 


Step 6: Determine Which Barriers to Reduce or Eliminate 


Categories of Information 


As step 5 emphasizes, in many cases when reviewing specific barriers, and in almost 
all cases when reviewing cross-cutting or sectoral policy thrusts, it will be necessary 
to take account of policy alternatives or different ways of achieving the same 
objective. What is important therefore is the net effect of moving from the existing 
measure or policy to the alternative. 


The five main categories of information to conduct such an analysis are: 


The environmental benefits of reducing or eliminating the barrier 


The critical issue here is the environmental benefit that may be achieved by 
changing or removing the barrier, as opposed to what effects the existence of the 
barrier may be responsible for. 


The information that may be relevant to the characterisation of the environmental 
benefit of reducing or eliminating a barrier is listed in Annex C. 
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The economic costs and benefits of reducing or eliminating the barrier 
These should be characterised: 


¢ for the economy as a whole; 
¢ for sectors (including international competitiveness impacts); 
e in terms of their distributional impacts: 


— for producers/consumers; 
— between generations; 


— for labour/ capital; and 


regionally. 
The fiscal impact of reducing or eliminating the barrier 


This should be estimated both with respect to the short term fiscal impact and with 
respect to the longer term fiscal impact that may result from the long term 
economic consequences of reducing or eliminating the barrier. 


The impact on social policy objectives of reducing or eliminating the barrier 
Again, the issue to consider is the impact of the proposed policy change on other 


social objectives. 
Administrative and implementation feasibility of the policy change 
Relevant questions include: 


e what additional information is required in order to implement the policy change 
under consideration? 


e what is the level of uncertainty associated with each of the above estimates? 
e what are the institutional considerations in removing or eliminating the barrier? 


e what is the likely public response to the proposed policy change? 


Setting Priorities 

In many cases it will be possible to identify environmental, social and economic 
impacts of reform on a qualitative basis only. Nonetheless, it will be important to 
compare these impacts and to recognize that the overall social impact of reducing or 
removing barriers will vary: 


e In some cases, reduction or removal of a barrier will benefit the environment and 
will also promote social and economic objectives. These barriers should be the 
top priority for reform efforts. 


e In other cases, reduction or removal will impose social and/or economic costs on 
some parts of society but will nonetheless lead to a net overall benefit. 


e Finally, in some cases, reduction or removal might lead to a net overall cost. 
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In the latter two cases where trade-offs between competing objectives may be 
required, it will be necessary to set priorities in determining which barriers should 
be considered for reduction or elimination. The main criteria for determining 
priorities among these barriers should be: 


Costs and benefits to society of reduction or elimination 


In conducting this analysis, it will be important to consider: 


¢ focus (would reforming the barrier affect only specific activities, or would it also 
affect other, unrelated activities?); and 


e linkage to other goals (are there other benefits to the reform or would it impose 
other, potentially offsetting costs?). 


Potential impact of reduction or elimination 
on environmental quality (significance) 


The factors to be considered when assessing significance should include: 


e technical opinion regarding the magnitude, duration, irreversibility, and 
uncertainty of the predicted direct, indirect and cumulative environmental 
effects; 


¢ potential for removal of the barrier to lever additional beneficial changes, 
either as a precedent or as a fundamental element of an interdependent set 
of policies; 


¢ time frame within which the policy option can be expected to reach its goal; 


e relevant international, governmental and departmental environmental priorities; 
and 


e public concerns. 


Administrative feasibility of reduction or elimination 


Priority should be given to reducing or eliminating barriers where it is 
administratively easy to do so, even when these barriers may not be 
environmentally significant. 


Although the focus of this framework is barriers at the federal level, it is important 
to recognize that federal policy measures exist in a context which includes 
provincial, municipal and international measures, all of which may exert 
environmental effects. Thus, the environmental impacts of a federal measure may 
be exacerbated or neutralized by measures taken in other jurisdictions. It will 

be important to disaggregate such impacts and to identify the interactive effects 

of multiple policies in analysing which barriers ought to be reduced or eliminated. 
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Preventing the Creation of New Barriers 


In order to prevent new barriers from being created, the long term objective of the 
government should be to promote more sustainable forms of development by 
ensuring that the environmental implications of all government decisions are fully 
integrated and taken into consideration at the earliest possible stage. The 
integration of environmental concerns in decision-making therefore requires both 
that social and economic policies and instruments better reflect environmental 
objectives and that environmental policies and implementation and enforcement 
processes better reflect social and economic objectives. 


This objective may require a number of initiatives, such as: 


e the establishment of sustainable development objectives to guide government 
activity in relevant sectors; 


e the assessment of policy decisions requiring cabinet approval for their 
environmental implications; 


e clear lines of public and internal accountability; 

¢ a commitment to environmental science; 

e the development of indicators to measure progress; 

¢ organizational reforms; 

e ensuring the cost effectiveness of environmental policies and programs; and 


e the development of new analytical tools and skills to improve the government’s 
ability to integrate environmental and economic considerations. 


The first example is particularly important. The achievement of environmentally 
sustainable development will require that environmental considerations be taken 
into account at every step of the policy-making process, including the definition 
of sectoral objectives, since how an objective is defined dictates the range of 
options available to meet it and therefore the scope for integrating 
environmental considerations. 
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ANNEX A 
GLOSSARY OF TERMS RELATED TO 
SOUND ENVIRONMENTAL PRACTICES 


Precautionary Principle 


e “Where there are threats of serious or irreversible damage, lack of full scientific 
certainty should not be used as a reason for postponing cost-effective measures to 
prevent environmental degradation.” Agenda 21, Principle 15. 


e “Complete scientific certainty is not a prerequisite to appropriate action to 
protect the environment where risk of serious adverse impacts to the environment 
is evident.” The Whitehorse Mining Initiative: A Multi Stakeholder Approach to 
Renew Canada’s Minerals and Metals Sector, 1994, p. 23. 


Pollution Prevention 


e “The use of processes, practices, materials and energy that avoid or minimize the 
creation of pollutants and wastes.” A Pollution Prevention Framework for 
Canada: Summary. Environment Canada, Industry Canada, Jan. 1994. 


e “Any action which reduces or eliminates the creation of pollutants or wastes at 
the source...” Pollution Prevention Guidance Document and Workbook, 
Training Manual for Discussion Purposes. Ontario Ministry of the Environment 
and Energy, March 1993. 


e “The reduction or elimination of pollutants at their source so that waste is not 
generated.” New Approaches to Environmental Protection in British Columbia. 
A Legislation Discussion Paper. Ministry of Environment, Lands and Parks, 
Province, o1.b.G...apul 272. 


Polluter Pays Principle 


e “The polluter pays principle is intended to encourage industries to internalize 
environmental costs and reflect them in the prices of products.” Our Common 
Future, report of the WCED, Oxford University Press, 1987, p. 221. 


e “The polluter should, in principle, bear the cost of pollution, with due regard to 
the public interest and without distorting international trade and investment.” 
Agenda 21, Principle 16. See also OECD Guiding Principles Concerning 
International Economic Aspects of Environmental Policies Council 
Recommendation C(72)128, Paris, 26 May, 1972. 
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ANNEX B 
EXAMPLES OF SECTORAL ENVIRONMENTAL OBJECTIVES 


Some of the characteristics of environmentally sound policies are listed below for 
the energy, forestry, fisheries and agriculture sectors. These examples could serve as 
models for the development of federal environmental objectives in other sectors. 


Fisheries 


In 1986, the Department of Fisheries and Oceans adopted the Policy for the 
Management of Fish Habitat, which articulated the following objectives: 


e Increase the natural productive capacity of habitats for the nation’s fisheries 
resources, to benefit present and future generations of Canadians; 


e Maintain the current productive capacity of fish habitats supporting Canada’s 
fisheries resources, such that fish suitable for human consumption may be 
produced (the No Net Loss of Productive Capacity of Habitats principle); 


e Rehabilitate the productive capacity of fish habitats in selected areas where social 
or economic benefits can be achieved through the fisheries resource; 


e Improve and create fish habitats in selected areas where the production of 
fisheries resources can be increased for the social or economic benefit of Canada. 


Agriculture 

The World Resources Institute! lists nine criteria for sustainable agriculture: 
e replenishment of soil nutrients removed by crops; 

e maintenance of the soil’s physical condition; 

* constant or increasing humus level in the soil; 

e no build up of weeds, pests or diseases; 

¢ no increase in soil acidity or toxic elements; 

¢ control of soil erosion; 

® minimization of off-farm contamination of the environment; 

¢ maintenance of adequate habitat for wildlife; and 


¢ conservation of genetic resources. 


1 To Feed The Earth, WRI, 1987, Ch. VI. 


Forestry 
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The Canadian Forest Service has developed the following criteria and indicators for 


sustaining forest ecosystems: 


Criterion 


Biodiversity 


Forest productivity 


Soil and water conservation 


Indicator 


population levels of representative 
fauna and flora: 


comparison of natural and managed 
landscapes for species composition, 
age and distribution; 


amount and proportion of ecosystems 
with protected status, under forest 
management and in natural or 
wilderness state; 


proportion of forest area regenerated 
with indigenous species from local seed 
zones and with exotic species; 


proportion of representative provenances 
and genotypes conserved in natural 
ecosystems and through adequate 
storage. 


total area and biomass of the forest; 


rates of disturbance by fire, insect, 
disease, windstorms, forest harvesting, 
loss of forest cover to other land uses 
and other forces; 


soil nutrient status; 


relative growth and productivity of 
managed and natural stands 
by eco-region. 


measurement of changes in turbidity and 
siltation in major watercourses; 


trends in the use of pesticides. 
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Airborne pollutants e long-term monitoring of soil pH, 
nutrient availability, and plant foliar 
chemistry; 


e deposition rates or air concentration of 
injurious agents including sulphates, 
nitrates, ozone and UV radiation. 


Contribution to global ¢ measures of carbon intakes and 
ecological cycles emissions from the forest sector; 


¢ population trends for trans-boundary 
migratory species. 
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ANNEX C 
INFORMATION THAT MAY BE RELEVANT TO 


A 


CHARACTERIZATION OF THE ENVIRONMENTAL BENEFIT 


OF REDUCING OR ELIMINATING A BARRIER 


Ideally, each option to reduce barriers should be assessed against the following 
factors: 


In 


potential to reduce direct effects arising from the implementation of the policy 
or program; 


potential to reduce indirect effects: the environmental impacts of the 
economic, social, behavioural and sectoral changes directly caused by the 
policy or program; 


potential to reduce adverse impacts on the capacity of renewable and 
non-renewable resources that are likely to be significantly affected by the 
policy or program to meet the needs of the present and those of the future; 


potential benefit to ecosystem carrying capacities; 

potential benefit to biodiversity; 

potential benefit to essential environmental life-support systems; 
potential benefit to natural heritage; 

potential benefit to built heritage; 

potential benefit to environmental aesthetics; 

potential impact on future development options and plans; and 
potential overall cumulative effect. 


turn, each of these potential effects could be characterized according to one of 


the following three sets of criteria: 


1) 


Standard criteria for characterizing potential impacts identified in a project level 
environmental impact assessment: 

e nature/form; 

° aggregation; 

e direction (positive or negative); 

* magnitude; 

¢ probability; 


© Gave; 
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timing/duration; 

area/geographic limits; 

reversibility; 

scope for mitigation; 

compliance with applicable laws; and 


degree of uncertainty. 


2) A smaller, more aggregated set of criteria could be specified, e.g.: 


the temporal and spatial extent of potential effects; 

the distribution of the potential effects (who loses and who wins); 
predicted demographic and resource utilization trends; 

value: who uses what and what for; and 


uncertainty and risk. 


3) Alternatively, decision makers could be required to characterize the potential 
impacts in terms of the estimated level of risk they pose on a high-medium- 
low scale. 
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ANNEX D 
DESCRIPTION OF STRATEGIC ENVIRONMENTAL 
ASSESSMENT PROCESSES 


United Nations Conference on Environment 
and Development 


Chapter 8 of Agenda 21 outlines a number of activities endorsed by signatory 
nations, including Canada. These include ‘Improved decision-making processes’. 
Section 8.4 states that: 


The primary need is to integrate environmental and developmental 
decision-making processes. To do this, governments should conduct 
a national review and, where appropriate, improve the processes of 
decision making so as to improve the integration of economic, social 
and environmental issues. 


Section 8.7 then states that: 


Governments... should adopt a national strategy for sustainable 
development... This strategy should build on and harmonize the 
various sectoral economic, social and environmental policies and 
plans that are operating in the country. 


OECD 


The OECD has published a number of discussion documents dealing with the 
environmental assessment (EA) of policies. 


In 1994, the OECD published Project and Policy Appraisal: Integrating Economics 
and Environment, which outlines a detailed methodology for integrating inter- 
generational environmental costs and benefits into standard cost-benefit 
assessments. 


In 1992, the OECD also published a working paper, Market and Government 
Failures in Environmental Management: The Case of Transport. This study 
reviewed transport policies in OECD countries and identified three general 
categories of failures: 


e¢ Economic intervention failures with respect to: 


— road provision and user charges that do not adequately reflect the full cost 
to society of such activities; 


fuel taxation differentials; 


— fiscal concessions; and 


transport subsidies. 
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e Regulatory and control failures with respect to: 


— market entry; 

— mode availability; 

— route choice and traffic direction; and 
— vehicle design. 


e Administrative failures with respect to: 
— division of responsibility; 
— enforcement and monitoring; and 


— flexibility and responsiveness. 


Australia 


In 1992, the Council of Australian Governments endorsed the National Strategy for 
Ecologically Sustainable Development. The Strategy identifies guiding principles for 
ecologically sustainable development. The 1994 Edition of the Government of 
Australia Cabinet Handbook states that: 


The Government is committed to incorporating ecologically 
sustainable development (ESD) principles into its decision-making, 
in part by ensuring Cabinet documents address the ESD implications 
of their recommendations or conclusions, including economic, 
environmental and social impacts. ! 


The Handbook also states that the Cabinet document policy assessments shall be 
done by reference to the principles of ESD as set out in the National Strategy. 


In 1993, the Commonwealth Environment Protection Agency initiated a 
comprehensive review of environmental impacts assessment in Australia. In 1994, 
the Agency released a number of review documents, including one entitled 
Assessment of Cumulative Impacts and Strategic Environmental Impact 
Assessment. This document observes that although there is currently no legal 
requirement for strategic environmental assessment (SEA), the government’s 
ultimate goal should be to make SEA, incorporating cumulative impact assessment, 
“among the principal institutional tools for achieving ESD.” 


1 Section 5.41 then states that “only those documents which concern significant economic, an, 
environmental and social issues that have the potential to affect ecological processes must indicate 
the ESD implications.” 
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The review document argued that since ESD will require fundamental changes to 
decision making, SEA should be introduced in stages, as follows: 


® require cumulative impact assessments for project level EAs; 
¢ require SEA for selected policies, programs and plans (PPPs); 
e establish screening criteria and guidelines for SEA; 


¢ progressively establish a nationally agreed set of criteria for ESD that will become 
the basis for a comprehensive SEA requirement; and, finally 


e introduce an ‘Ecologically Sustainable Development bill’ that will require SEA 
for alluPPPs: 


Canada 


In June 1990, the federal cabinet announced that all new policies and programs 
would be reviewed for environmental implications, except in circumstances such as 
an emergency or where national security concerns indicate that an EA would be 
inappropriate. 


The 1990 Cabinet directive does not specify a process for assessing policies and 
programs. Subsequently some departments have devised their own processes. Two 
examples are described here. 


In 1993, NRCan promulgated a recommended five-step process for reviewing 
existing and proposed energy policies: 
1) Policy description 
e describe the policy context, rationale, objectives and priorities. 
2) Identify activities resulting from each option 


e identify the type and nature of the physical activities that will result directly 
and indirectly from each option; 


e describe the activities in terms of: form, location, duration, magnitude, 
aggregation, probability, rate, intensity, and reversibility. 


3) Identify and describe the environmental impacts 
e identify the impacts to social, economic and environmental systems; 


e describe the impacts according to above criteria plus identification of affected 
groups. 
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4) Determine significance of environmental impacts as high, medium or low, 
based on: 


¢ scope for mitigation; 

¢ compliance with existing standards; 

¢ uncertainty; 

* sensitivity to changes in conditions and assumptions; and 
¢ perceived public concerns. 


5) Establish reporting, monitoring and evaluation processes. 


In 1993, CIDA developed a Guide to Integrating Environmental Considerations 
into CIDA Policies and Programs, which recommends that all programs and 
policies be assessed by asking four questions: 


1) Have the needs which the program or policy is intended to meet been properly 
defined and can these be better served from an environmental point of view by 
some other means? 


2) What are the potential positive and negative effects of the policy or program 
on the environment and natural resources? 


3) What is the nature, scope and significance of the environmental effects? 
and 


4) How can these effects be managed? 


The Guidelines indicate that each of these questions should be answered by 
reference to the standards set out in the 1992 publication, CIDA’s Policy for 
Environmental Sustainability. 


Denmark 


Administrative Order No. 31 issued by the Danish Prime Minister’s Office in 
February 1993 requires all ministries to conduct environmental assessments of bills 
and ‘other government proposals’. The Danish Ministry of the Environment 
subsequently issued an advice document that recommends that Ministries assess 
the potential impacts at the local, regional or global level on: 


e safety and health; 

e flora and fauna; 

¢ surface of the earth, soil and percolations; 
° water; 

e alr; 

¢ climate; 


e landscape and land use; 
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e other resources, including the use of renewable and non-renewable resources; 
® waste; 

e historic buildings and monuments; 

e public health and welfare; and 


e safety in connection with the production, handling or transport of substances 
harmful to the environment. 


Order No. 31 requires an initial screening to determine whether there are likely to 
be any such impacts, and requires a full EA where there is likely to be one or more 
significant effects, or where a number of minor impacts may, together, be 
significant. 


Significance is to be assessed taking into account the following questions: 


¢ Does the bill/proposal affect the possibility of ensuring sustainable development 
or prevention of environmental damage? 


e Are the environmental impacts contrary to any general guidelines or will they 
undermine compliance with such guidelines? 


¢ Does the impact involve a particularly harmful or irreparable risk? 


e Will the impact affect a large geographic area or involve radical change in the 
ecology or landscape of the affected areas? 


e Is the area affected particularly vulnerable or sensitive? 


Netherlands 


The Dutch National Environmental Protection Plan (NEPP) specifically requires the 
assessment of existing policies. The Dutch have devised a multi-level process similar 
to the framework recommended here. The Dutch process requires Departments to 
apply increasingly specific criteria at each level of analysis. 


Under the NEPP, the Dutch have determined that the three main components of 
environmental sustainability that will guide all decision making are: 


® saving energy and increasing the efficiency and use of renewable sources 
of energy; 


¢ improving the quality of products and production processes (i.e. extending the 
lifespan of products, increasing recycling opportunities and improving the 
environmental impact of production processes); and 


¢ closing materials cycles (i.e. eliminating as many polluting leakages as possible, 
reducing the use of non-renewables, decreasing the use of raw materials, 
conserving land and resources). 


The NEPP also establishes a framework for the negotiation of more specific sectoral 
objectives that are based on these overall objectives. The assessment of existing 
policies is done with reference to these more detailed objectives. 
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The Dutch process for reviewing existing policies is based on a multi-step plan: 


1) The Ministry of Housing, Physical Planning and Environment draws up a survey 
of the policy areas to be analyzed for each ministry. 


e These are classified by organizational element. 


e This survey covers only ‘existing, externally oriented’ policies, and does not 
include policies related to the internal functioning of ministries. 


2) Each ministry conducts an initial screening of each of its policy areas identified as 
having a bearing on sustainable development. 


e This screening is conducted against a checklist consisting of elaborations of the 
three basic objectives identified above: saving energy and increasing the 
efficiency and use of renewable sources of energy; improving the quality of 
products and production processes; and closing materials cycles. 


e The result of this step is a selection of policy areas of relevance to sustainable 
development. 


e Priorities may have to be assigned to these policies on the basis of Ministry 
objectives. 


3) Analysis of the relevant policy areas and the set of instruments to be used. 


e Instruments are categorized as follows: 


— subsidy and grant schemes, price measures, fiscal regulations and income 
measures; 


— regulatory and sectoral implementation measures; 
— procurements and public tenders; 
— licences, prohibitions and regulations; and 
— education and information. 
e Again, this analysis is conducted with reference to the criteria listed above. 


¢ The result of this step is the identification of instruments that may be relevant 
to the attainment of the NEPP sustainable development objectives. 


4) Analysis of instruments 


¢ The instruments identified in step 3 are described and analyzed in more detail. 


e The test to determine whether an instrument has sufficient impact on 
sustainable development to justify further elaboration is the nature and 
potential scale of its intended and unintended effects on the factors 
listed above. 
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e The Strategy also lists a detailed set of additional considerations for this 
analysis, including: 


— does the instrument allow aspects of sustainable development to be taken 
into account in policy development? 


— do the activities and behaviour which the instrument is designed to bring 
about lead to: 


— the recycling of raw materials; 


— the prevention of waste flows; 


a reduction in mobility; 


energy saving; 


the use of renewable sources of energy; 


changes in land use and a lack of any limits on the multifunctional use 
of the land; or 


sustainable preservation and development of ecological features? 


New Zealand 


A 1994 discussion paper states that the long term objective of the New Zealand 
government is to ensure that national policy statements influence central and local 
government policy formation. However, the paper indicates that, at present, the 
government is considering a ‘simpler first step’ involving the application of 
traditional project level EA procedures to proposed policies and programs. 


United Kingdom 


The United Kingdom Sustainable Development Strategy, 1994 states that although 
“not all government policies and programs will have significant environmental 
effects, all need to be examined on a consistent and systematic basis.” (p. 197) 
Chapter 29 of the Strategy requires all Departments to ensure that “papers for 
Cabinet and Ministerial Committees should, where appropriate, cover any 
significant costs or benefits to the environment.” 


The British Department of the Environment (DOE) has published a number of 
guides to policy assessment. In 1991, DOE published Policy Appraisal and the 
Environment and this year plans to publish a booklet on Environmental Appraisal 
in Government Departments. 
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Policy Appraisal and the Environment outlines a 10-step process for policy 
development and appraisal that is based primarily on cost-benefit procedures: 


1) summarize the policy issue; 
list and set priorities among the objectives; 
identify the constraints; 
4) specify the options; 
) identify the costs and benefits, including environmental costs and benefits; 
6) weigh up the costs and benefits; 
) 


test the sensitivity of the options to possible changes in conditions 
or assumptions; 


8) suggest the preferred option; 
9) set up any monitoring necessary; and 


10) evaluate the policy at a later stage. 


DOE also requires the environmental assessment of all ‘development plans’. In 
1993, DOE published a ‘Good Practice Advice’ for the assessment of development 
plans that recommends a three stage process: 


1) establish an environmental baseline, identifying all significant aspects of the 
environment on which the plan can have an impact; 


2) scope the plan, among other reasons, to provide an initial indication of the 
environmental issues that will require particular attention; and 


3) appraise the environmental effects of the policies and proposals that are part 
of the plan. 


DOE recommends that the assessment focus on four levels: 
e the establishment of the broad strategic objective; 


e the formulation of the spatial strategy; 


the policy development stage; and 
e the site selection stage. 


DOE also recommends that the assessment at each of the three stages refer to 
a specified set of environmental factors. These factors are grouped into 
three categories: 


¢ Global sustainability (transport energy efficiency: number and length of trips; 
transport energy efficiency: access to alternative modes; built environment energy 
efficiency; renewable energy potential; CO2 fixing; and wildlife conservation). 
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e Natural resources (air quality; water conservation; land and soil; and minerals 
conservation). 


¢ Local environmental quality (landscape; ‘liveability’; cultural heritage; open 
space; and building quality). 


United States 


Section 102 of the National Environmental Policy Act (NEPA) requires that all 
agencies of the federal Government shall include in every recommendation or report 
on proposals for legislation and other major Federal actions significantly affecting 
the quality of the human environment, a detailed statement by the responsible 
official on: 


¢ the environmental impact of the proposed action; 


e any adverse environmental effects which cannot be avoided should the proposal 
be implemented; 


e alternatives to the proposed action; 


e the relationship between local short term uses of man’s (sic) environment and the 
maintenance and enhancement of long-term productivity; and 


e any irreversible and irretrievable commitments of resources which would be 
involved in the proposed action should it be implemented. 


The US Council on Environmental Quality (CEQ) has established that ‘major 
federal actions’ include programs, rules, regulations, plans, policies, procedures and 
legislative proposals. CEQ regulations under NEPA describe the nature and scope of 
the Programmatic Environmental Impact Statement and state that “Agencies shall 
prepare statements on broad actions so that they are relevant to policy and are 
timed to coincide with meaningful points in agency planning and decision-making.” 


A number of federal agencies have promulgated additional guidelines on 
programmatic environmental assessment. Many of these address procedural issues 
such as documentation and public notice and consultation requirements. Some 
also specify factors relevant to the determination of whether an anticipated 
environmental impact is significant. 


For example, the National Oceanic and Atmospheric Administration Order 216-6 
provides specific guidance on determining significance with respect to Fisheries 
Management Plans and require that an EIS must be prepared if the proposed action 
may be expected to: 


e jeopardize the productive capability of the target resource species or any related 
stocks that may be affected by this action; 


e allow substantial damage to the ocean and coastal habitats; 


e have a substantially adverse impact on public health or safety; 
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e affect an endangered or threatened species or a marine mammal population 
adversely; or 


e result in cumulative effects that could have substantial adverse effect on the target 
resource species or any related stocks that may be affected by the action. 


Similarly, the NEPA in Federal Aid Proposals guide provides some guidance as to 
what may constitute a significant impact: 


e extensive geographical scope; 
e major cumulative impacts; or 


e adverse impacts on public health or safety. 
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